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INDEPENDENTAUDITORS’ REPORT L FanTIZES23348

T Tc the Honcrable Mayor and
" Members of the City Council
___ .~C|ty of Emmetsburg1 Iowa _

’ We have audited the accompanylng frnancial statements of the governmental actlwtles the S
business-type activities, the-aggregate discretely presented component units; each major-fund, and -
the aggregate remalnlng furid: information of the City of Emmetsburg, lowa, as of and for the year.

- gnded-June 30, 2008, which-collectively. comprise the’ City s basic financial statements as listed-in "
“the table of contents Thése financial statements are the responsrbrlrty of the City of Emmstsburg,
lowa’s management Our responsrbrllty is to express oplnlons on these flnancial statements based .

: on our audlt _ : _

We conducted our audrt in accordance wrth audltlng standards generally accepted in the United
- States of America and the Standards Applicable to Financial Audits Contalned in Government:
- Auditing Staridards, issued by the Comptroller General of the-United. States. Those standards
~ requliré thatwe plan and. perform the audit to obtain reasonable assurance about whether the
~ financial staterents are free of material misstatement. An.audit includes examining, on atest” -
' '._basts, evidence supporfmg the amounts and disclosures in the financial statements, An audrt also
includes -assessing the. accounting principies used and significant estimates made by -
' 'management aswell as evaluating the overall financial statement presentaﬂon We belleve that
our audit prcvfdes a reasOnabie basis for our oprnlons

Caprtal assets pollcies of the ccmponent unrts (gas, water and sanltatlon) do not conform o .
generally accepted. accountlng principles as: described in Note 1 to the’ financial statements. The
- amount by which this departure would affect the assets, fund balances, and expenses of the .

o -.component unrt’s funds (gas water and samtation) is not reascnabty determlnable v

,In our opmron except for the effects if: any, _of nct usrng caprtal assets pollmes that fully conform to
generally accepted accounting principles for the compcnent units: (gas water and sanitation), as -
~described in the preceding paragraph, the financial statements referred to above present fairly, In -~
-l material respects, the respective financial position of the governmental.agtivities, the- buslness- '
- type activities, the aggregate discretely presented component units, each major fund, and-the -
" aggregate remaining fund-information of the City of Emmetsburg, lowa; as of June30, 2006, and
the- respectlve changesin financial position-and cash flows, where applrcabte, for the year then
" ended in conformrty with. accountlng pnncrples generally accepted in the United States of Amerrca :

In accordance wrth GovernmsntAudrtmg Standards we have also issued a report dated January -

17,2007, on.our consideration of City of Emmetsburg, lowa's internal control over financial s

_reporting ahd our tests with its compliance with. certain laws, and regulations; contracts; and. grants '
_agreements and other matters, The purpose of that repoit is to describe the scope of our testing of

internal-control over financlal reporting and compliance and the results of that testing and not to -

-provide an opinion on the internal control over financial reporting or on compllance That report i is

an integral part of an audit performed in accordance with Government Auditmg Standards and

should be considered in assessrng the results of our audit. :



The management'’s discussion and analysis and budgetary comparison information listed in the
table of contents, are not required parts of the basic financial statements, but are supplementary
information required by the Governmental Accounting Standards Board, We have applied certain
limited procedures, which consisted principally of inquiries of management regarding the methods
of measurement and presentation of the reqwred supplementary information, However, we did not
audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Emmetsburg, lowa's basic financial statements. The listing of City
officials, combining and individual nonmajor and fund financial statements, schedules of revenues
by source and expenditures by function-all governmental funds, are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The accompanying
Schedule of Expenditures of Federal Awards is presented for purposes of additional analysis as
required by U.8. Office of Management and Budget (OMB) circular A-133, Audifs of States, Local
Governments, and Non-Profit Organizations, and is also not a required part of the basic financial
statements of the C|ty of Emmetsburg, lowa. We previously audited, in aceordance with the.
Standard referred in the second paragraph of this report, the financial statements for.the three
years ended June 30, 2005 (nhone of which are presented herein) and expressed qualified
opinions, for the effects on the financial statements, if any, of the omissions described in the third-
paragraph. of this report, on those financial statements, The combining and individual ‘honmajor
fund financial statements and the Schedule of Expenditures of Federal Awards have been '
subjected to the auditing procedures applied in the audit of the basic financial statements and, in
our opinion, except_for the effects, if any, of the omissions described in the third paragraph, are
fairly stated in all material respects in relation to the basic financial statements taken as a whole.
The listing of City officials has not been subjected to the auditing procedures applied in the audit of
the basic financial statements and, accordingly, we express no opinion on it. -

Bundornf, Pawott ud sasociates, P. L.

January 17, 2007



Management’s Discussion and Analysis

Our discussion and analysis of the City of Emmaetsburg, lowa'’s financial performance provides
an overview of the City's financial activities for the year ended June 30, 2006. Please read this
information in conjunction with the' City’s financial statements, which follow.

Financial Highlights

. Revenues of the City's governmental activities increased $816,010 or 35,8%, from fiscal
year 2005 to fiscal year 20086, Property taxes, which include tax increment taxes,
decreased $88,225 for all activities.

. Program expenses of the City's governmental activities increased $141,896 or 7.3% in
fiscal year 2008 from fiscal year 2005, Public Safety, Public Works, and Culture and
Recreation expenses increased $38,016, $102,949, $8,248, respectively.

» The City's net assets for the primary government increased $1,134,912, from June 30,
2005 to June 30, 2006. Of this amount, the net assets of the governmental activities
increased $1,149,559 and the net assets of the bua:ness-type activities decreased by

- $14,647,

Using This Annual Report

This annual repott consists of a series of financial statements. The Statement of Net Assets
and the Statement of Activities provide information about the activities of the City as a whole
and present a longer-term view of the City’s finances. For governmental activities, these
statements tell how these services were financed in the short term as well as what remains for
future spending. Fund financial statements also report the City’s operations in more detail than
the government-wide statements by providing information about the City’s most significant
funds.

Reporting the City as a Whole
The Statement of Net Assets and the Statement of Activities

Our analysis of the City as a whole begins on page 18. One of the most important questions
asked about the City’s finances is, “Is the City as a whole better off or worse off as a result of
the year's activities?” The Statement of Net Assets and Statement of Activities report
information about the City as a whole and about its activities in a way that helps answer this
question. These statements include all assets and liabilities using the accrual basis of
accounting, which Is similar to the accounting used by maost private-sector companies. All of the
current year's revenues and expenses are taken into account regardless of when cash is
received or paid,

These two statements report the City’s net assets and changes in them. You can think of the
City’s net assets-the difference between assets and liabilities-as one way to measure the City’s
financial health, or financial position. Over time, increases or decreases in the City’s net assets
are one indicator of whether its financial health is improving or deteriorating. You will need to
consider other nonfinancial factors, however, such as changes in the City's property tax base
and the condition of the City's roads, to assess the overall health of the City.



In the Statement of Net Assets and the Statement of Activities, we d|V|de the City into three
kinds of activities:

Governmental activities include public safety, public works, culture and recreation,
community and economic development, general government, interest on debt and debt
related fees and capital outlay not included in capital assets. Property tax, franchise
fees, fines, and state and federal grants finance most of these activities.

Business-type activities include garbage pickup (solid waste) and the City's Cemetery.
These activities are financed primarily by user charges.

The Component Units, include the City's gas, Watér and sanitation systems. The City is
financially accountable for the Utilities although it is legally separate from the City.
These activities are financed prlmarlly by user charges.

Fund Financial Statements

Our analysis of the City's major funds begin on page 21. The fund financial statements begin
on page 20 and provide detailed information about the most significant funds-not the City as a
whole. Some funds are required to be established by State law. However, the City Council
establishes many other funds tohelp it control and manage money for particular purposes (like
the Lake Project Fund) or to show that it is meeting legal responsibilities for using certain taxes,
grants, and other money (like grants recelved from the state for housing rehabilitation for low
and moderate income families). The City's two kinds of funds-governmental and proprietary-use
different accounting approaches

Governmental funds account for most of the City’s baslic services. These focus on how
money flows into and out of those funds and the balances left at year-end that are
available for spending. These funds are reported using an accounting method called
modified accrual accounting, which measures cash and all other financial assets that
can readily be converted to cash. The governmental fund statements provide a detailed
short-term view of the City's general government operations and the basic services it
provides. Governmental fund information helps you determine whether there are more
or fewer financial resources that can be spent in the near future to finance the City’s
programs. We describe the relationship (or differences) between governmental activities
(reported in the Statement of Net Assats and the Statement of Activities) and
governmental funds in the reconciliation at the bottom of the fund financial statements,

Proprietary funds account for the City’s Enterprise Funds. When the City charges customers
for the services It provides, these services are generally reported in proprletary funds.
Proprietary funds are reported in the same way that all activities are reported in the _
Statement of Net Assets and the Statement of Actlvities. In fact, the City's enterprise funds
are the same as the business-type activities we report in the government-wide statements
but provide more detail and additional information, such as cash flows.



Government-Wide Financial Analysis

Net assets may serve over time as a useful indicator of financial position. The analysis that follows
focuses on the change in the net assets for governmental and busmess-type activities. This does not
include the component units of gas, water and sanitation.

Assets:
Current and
other assets
Capltal assets
Total assets

Liabllifies:
Long-term debt -
Other liabillities
Total liabillties

Net assets;
Invested in capital
assets, net of
related debt
Restricted
Unrestricted

Total liabllities and
net assets

$

Governmental activities

Business-type activities

2006 2005 2006 2005 2006 2005
3,534,005 3,575,813 334,056 322,775 3,868,151 3,808,588
4423260 2,675,279 64,769 86,070 4,488,020 2,761,349
7,957,365 6,251,002 398,826 408,845 8,366,180 6,669,937
2,210,000 1,860,000 0 0 2210000 1,860,000
2,018,513 1,811,809 19,021 14,394 2,037,534 1,826,203
4,228513 3,671,809 19,021 14,394 4,247,534 3,686,203

© 1,893,260 864,279 64,769 86,070 1,968,029 950,349
1,159,448 1,130,474 0 0 1,159,448 1,130,474

676,134 584,530 315,035 308,381 991,169 892,011
7,957,365 6,251,002 398,825 408,845 8,366,180 6,659,937

Net assets of governmental activities increased from June 30, 2005 by. $1,149,559 or 44.5%. Net
assets of business-type activities decreased from June 30, 2005 by $14,647 or 3.7%. The Clity’s net
- assets are primarily invested in cash and capital assets, less related debt. By definition, restricted
net assets represent resources that are subject to external restrictions, bond covenants, '
constitutional provisions or enabling legislation on how they can be used. Unrestricted net assets,
the part of net assets that can be used to finance day-to-day operations, are $991 169 at the end of

the year.



For the year ended June 30, 2006 and 2005, net assets changed as follows:

Governmental
activities Business-type activities Total
2006 2005 2008 2005 2006 2005

Revenues.
Program Revenhues

Charges for services $ 38,425 55,368 301,910 300,229 340,335 355,597
Operating grants

and contributions 338,495 352,048 0 0 338,495 352,948
Capital grants and

contributions 963,581 54,350 0 0 963,581 54,350
General Revenues

Property taxes 1,084,082 1,172,287 0 0 1,084,062 1,172,287
Special assessments 87,327 168,407 0 0 87,327 158,407
Other City taxes 60,258 23,268 0 0 60,258 23,268
Unrestricted grants

and contributions 273,758 304,958 0 0 273,758 304,958
Unrestricted invest-

ment income 77,524 58,203 11,915 7,885 89,439 66,088
Miscellaneous 202,444 130,075 5,630 5,670 208,074 135,745

Total revenues 3,125,874 2309864 319,455 313,784 3,445,329 2,623,648
Expenses

Public safety 479,385 441,369 0 0 479,385 441,369
Public works 663,230 560,281 0 0 663,230 560,281
Culture and recreation 262,848 254,600 0 0 262,848 254,600
Community and economic

development 115,743 139,648 0 0 115,743 139,648
General government 271,499 249,245 0 0 271,499 249,245
Debt service 91,472 98,854 0 0 91,472 98,854
Capital outlay not

included in assets 184,148 182,432 0 0 184,148 182,432
Solid waste 0 0 318,415 302,456 318,415 302,456
Cemetery . 0 0 23,687 27,414 23,687 27,414

Total expenses 2,068,325 1,926,429 342,102 329,870 2,410,427 2,256,299
Increase (decrease) in net assets . '
before transfers 1,057,549 383,435 (22,647) (16,0886) 1,034,902 387,349
Transfers in 92,010 120,991 8,000 5,890 100,010 126,881
Increase (decrease) in net assets 1,149,559 504,426 (14,647) (10,198) - 1,134,912 494,230
Net assets, beginning 2,679,283 2,074,857 394,451 404647 2973734 2,479,604
Net assets, ending $ 3728842 2579283 379,804 394,451 4,108,646 2,973,734




Property tax revenue decreased by $88,225 from June 30, 2005, operating grants and contributions
decreased by $14,453 and capital grants and contributions increased by $909,231.

Governmental Activities

To aid in the understanding of the Statement of Activities some additional explanation is given. Of
particufar interest is the format that is significantly different than a typical Statement of Revenues,
Expenses, and Changes in Fund Balance, You will notice that expenses are listed in the first column
with revenues from that particular program reported to the right, The result is a Net (Expense)/Revenue.
The reason for this kind of format is to highlight the relative financial burden of each of the functions on
the City's taxpayers. It also identifies how much each function draws from the general revenues or it is
self-financing through user fees and grants. Some of the individual line item revenues reported for each
function are:

Public safety Police fees, Animal control charges

Public works Airport charges, Road use tax funds
from the state, state and federal grants
for the lake restoration and capital projects.

Culture and recreation Library charges, Park and recreation
fees, County library operating grants.

Community and economic development Cemetery charges, CDBG for housing
' : rehabilitation. -

All other governmental revenues are reported as general revenues. 1t is important to note that all taxes
are classified as general revenue even if restricted for a specific purpose.

Business-Type Activities

The Solid Waste Fund had an operating loss before transfers of $21,127 for the current year ended. Last
year the Solid Waste Fund showed a loss before transfers of $13,192. The primary reason for the
increase in losses for the year ended June 30, 2006 is that operating expenses other than depreciation
increased 5.7% over to last year.



Component Units

Summary of Operations and Changes in Net Assets

Net Assets
2006 2005
Assets;
Current and other assets $ 4525946 3,500,143
Capital assets . 10,539,432 7,386,203
Total assets 15,065,378 10,886,346
Liabilities:
Current liabilities 519,577 290,654
Non-current liabilities . 3,491,666 779,124
Total liabilities 4,011,243 1,069,778
Net assets:
Invested in capital assets (nhet of debt) 6,943,701 6,597,956
Unreserved 4,110,434 3,218,612
Total liabilities and net assets $ 15,085,378 10,886,346
Revenues '
2006 2005
Operating Revenues:
Residential 1,806,399 1,466,786
Commercial 1,378,400 1,162,802
Public authority 298,801 233,093
Customer fees 440,554 455,980
Interfund services provided 53,391 37,176
Penalties 5,412 2,932
Other 46,169 19,499
Total operating 4,029,126 3,378,268
Non-operating revenues:
Interest income 62,633 50,062
Grant proceeds 840,548 121,769
Total hon-operating revenues 903,181 171,831
Total revenues 4,932 307 3,550,099




For the funds maintained by the Utilities’, total revenues for June 30, 2006 increased by
$1,382,208 from total revenues for the year ended June 30, 2005.The increase in
revenue was primarily due to increase in natural gas billings, The average cost paid for
hatural gas by the Utilities' for the year ended June 30, 2006 was $9.80 per MCF
compared to $7.18 per MCF for the year ended June 30, 2005. The additional cost was
passed on to the customer. In addition to the increased billings of natural gas, the

- Utilities received grant proceeds of $718,779 more than they received for the year
ended June 30, 2005.

Expenses
2008 2005
Operating expenses: o
Personal services ' S 368,573 364,724
Contractual : - 223818 215,109
Materials, supplies and malntenance 2,480,331 - 2,081,984
Utiltities 58,247 55,304
Depreciation S ' 284,464 276,729
Uncollected accounts ' 5,112 7,060
Interfund services used _ 83,542 55,077
Other 32,564 46,040
Total operating expenses _ 3,516,651 3,102,927
Non-operating expenses: :
Interest expense E : 82,421 22,013
Net loss on disposal of capital assets , 0 _ . 12659
Total non-operating expenses ' 82,421 34,672
Total expense ' $ 3,599,072 3,137,699

The total expenses increased by $461,473 from the prior year. This increase resulted
primarily from higher cost of natural gas purchased as discussed above in revenues.
The total increase in cost of natural gas purchased over the prior year was $399,380.

Individual Major Fund Analysis
Governmental Fund Highllghts

As of the end of the current fiscal year, the City’s governmental funds reported combinhed ending
fund balances of $1,807,290. $95,549 is reserved for debt service leaving an unreserved
balance of $1,711,740. Of the unreserved balance, the City has designated $364,435 leaving an
unreserved and undesignated fund balance of $1,347,305.

The govern_mental fund balance decreased by $214,040, which is an10,6% decrease. This
decrease is partially attributable to the purchase of a police car and a street sweeper with
$188,488 set aside from the sale of bonds from last year.

The General Fund is the chief operating fund of the City of Emmetsburg, lowa. At the end of the
current year, unreserved and undesignated fund balance of the General Fund was $278,421.

10
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The unreserved and designated fund balance of the General Fund was $219,382 for a total
unreserved balance of $497,803. The City Council can remove the designation at any time.
However, it is unlikely that the Council will take such. action since $200,000 is set-aside to be
used during various months each year that there is little cash received by the City. The City
does not want to borrow money during those months,

The folfowmg fund balances in the other major and other nonmajor governmental funds, which
comprise the total governmental funds are listed below:

June 30, June 30, Increase
2008 2005 (Decrease)
Road Use Tax Fund $ 261,612 266,168 (4,5586)
Employee Benefit Fund ok 68,202 ek
Local Option Sales Tax Fund e 97,097 ok
ECDC Trust Fund ok 83,950 ok
Debt Service Fund _ 29,542 62,102 (32,560)
Special Assessment Fund 66,007 28,889 - 37,118
Lake Project Fund . : e 285406 ¢
First Street Project Fund ok 33,066 i
Highway 18/Urban 123,965 -0 123,965
Airport Runway 0 o 0
Other Non Major Governmental Funds 828,360 347,045 481,315

*** No longer a major fund, it is included in
other funds in 2006

The largest increase in fund balance for the major funds occurred in the Highway 18/Urban
Capital Projects Fund. This was due to a bond issue that was not entirely spent during the year
ended June 30, 2006. The rest will be used on the improvement project during the year ended
June 30, 2007,

Debt Servioe Fund has the largest decrease. This is due to debt payments in excess of property
tax asking. :

The $481,315 Increase In the Other Nonmajor Governmental Funds was primarily caused by
the transfer of the Employee Benefit Fund, Local Option Sales Tax Fund, ECDC Trust Fund,
Lake Project Fund, and First Strest Project Fund to nonmajor during the year ended June 30,
2008. '
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The following schedule presents a summary of the governmental fund revenues for the years
ended June 30, 2006 and June 30, 2005.

FY 06 Percent of FY O8 Increased

~ Revenues Amount _Total Amount (Decrease)
Property taxes $ 1,029,320 32.87% 1,037,229 {(7,900)
Tax increment financing : 54,733 1.75% 135,058 (80,325)
Other city tax 60,258 1.92% 23,268 36,990

- Licenses and permlts 19,745 0.63% 9,846 9,899
Use of money and property 77,624 2.48% 56,203 21,321
Intergovernmental 1,575,834 50.33% 712,256 863,678

" Charges for services : 38,425 1.23% 55,368 (16,943)
Special assessments 87,327 2.79% 158,407 (71,080)

Miscelianeous 187,899 6.00% 120,229 67,670
' $ 3,131,074 100.00% 2,307,864 823,210

The most significant increase in revenue was in intergovernmental revenues, The increase was
primarily due to increased federal and state grants municipal airport runway improvements and
Highway 18/Urban project.

The most significant decrease in revenues was in tax increment financing. This decrease was
due to decreases in the North and South TIF districts.

The following schedule presents a summary of governmental expendltures for the years ended
June 30, 2008,

FY 06 Percent of FY O5 Increased
Expenditures Amount Total Amount (Decrease)
Public Safety ' $ 443,517 10.83% 406,277 - 37,240
Public Works 552,371 13.48% 484,170 68,201
Culture and Recreation ' 237,741 5.81% 224,900 12,841
Community and Economic
Development 115,744 2.83% 139,649 (23,905)
General Government 270,822 6.62% 349,245 (78,423)
Debt Service: 417,892 10.21% 375,832 42,060
Capital Outlay 2,055,638 50.21% 1,261,356 794,282

$ 4093725 100.00% 3,241,429 862,296

Most of the significant increase in expenditures occurred in the capital outlay function. This is
due to several new projects during the year ended June 30, 2008.



The most significant decrease in expenditures occurred in the Community and Economic
Development function. This was due to less money spent from the Local Option Sales Tax
Fund this year as compared to the year ended June 30, 2005.

Proprietary Funds

City of Emmetsburg proprietary funds provide the same type of information found in the
government-wide financial statements. Unrestricted Solid Waste and Cemetery funds at the end
of the year totaled $379,804. :

These funds were established for the City operations that are financed and operated in a
manner similar to private business enterprises. The cost of providing the services to the public is
recovered, in whole or in part, through user charges.

The City's enterprise operations are comprised of two separate and distinct activities: Solid
Waste and Cemetery. Results of operations for these funds for the years ended June 30, 2006
and 2005 is as follows:

Solid Waste  Cemetery
2006 2005 2006 2005
Operating Revenues 3 288,210 283,104 16,330 22,795
Operating Expense 318,415 302,456 23,687 27,414
Non-Opesrating revenues 9,078 6,160 5,837 1,725
Operating transfers in 0 _ 0 8,000 5,890
Changes in Net Assets (21,127) (13,192) 6,480 2,996

Budgetary Highlights

Over-the course of the year, the City Council revised the budget one time. This budget
amendment was an increase to appropriations to cover unplanned expenditures/ expenses, and
transfers. The budget was amended on May 8, 2006 The City did exceed the debt service
budget by $53,766.

Capital Asset and Debt Administration
Capital Assets

At the end of June 30, 2008, the City had $4,488,029 invested in capital assets including police
and fire equipment, buildings, park facilities, and infrastructure. This does not include the
Component units that had $10,539,432 invested in capital assets. Infrastructure prior to July 1,
2003 is not included in the financial statements unless they were considered as construction in
progress on July 1, 2003.

13



A schedule for the year ended June 30, 2006 and 2005 is as follows,

Governmental Activities:

Asset costs

l.and and land improvements $

Machinery and equipment, vehicles
Buildings '

Infrastructure

Construction in progress

Total assets costs
Less accumulated depreciation
Machinery and equipment
Buildings

Infrastructure

Total accumulated depreciation
Governmental activities capital assets, net$

Business-type activities: $
l.and and improvements
Machinery and equipment, vehicles
Building
Total assets cost )
Less accumulated depreciation
Land and improvements
Machinery and equipment, vehicles
Building
Total accumulated depreciation
Business-type assets, net $

14

Balance Balance
July 1, June 30,

2005 Additions Disposals 2008
0 2,525 0 2,525
1,594,013 255,159 (19,950) 1,829,222
642,072 9,842 0 651,914
1,906,938 833,925 0 2,740,883
54948 770,039 0 824,987
4,197,871 1,871,490 {19,950) 6,049,611
1,131,185 102,307 (19,950) 1,213,552
296,699 15,347 0 312,047
45,798 54,857 0 100,655
1,473,692 172,511 {(19,950) 1,626,254
2,724,279 1,698,979 0 4,423,257
19,791 0 19,791
193,622 791 0 194,413
23,891 0 0 23,891
237,304 791 0 238,095
754 696 0 1,450
142,597 20,728 0 163,325
7,884 667 0 8,551
151,235 22,091 0 173,326
. 86,069 (21,300) 0 64,769




Capital assets activities for the year ended June 30, 2005 is as follows:

Governmental Activities:

Asset costs

Machinery and squipment, vehicles $
Buildings

Infrastructurs

Construction in progress

Total assets costs
Less accumulated depreciation

Machinery and equipment

Buildings

Infrastructure

Total accumulated depreciation
_Governmental activities bapital assets, net$

Business-type activities: $
Land and improvements
Machinery and squipment, vehicles
Building
Total assets cost
Less accumulated depreciation
Land and fmprovements
Machinery and equipment, vehicles
Building
Total accumulated depreciation
Business-type assets, het $

15

Balance Balance
July 1, 2004 Additions Disposals June 30, 2005
1,512,236 81,777 0 1,594,013
642,072 0 0 642,072
876,657 1,030,281 0 1,906,938
88,081 54,948 (88,081) 54,948
3,119,046 1,167,006 (88,081) 4,197,071
1,035,251 95,944 0 1,131,195
284,389 12,310 0 208,699
13,150 32,648 0 45,798
1,332,790 140,902 0 1,473,692
1,786,256 1,026,104 (88,081) 2,724,279
12,827 6,964 0 19,791
193,622 0 0 193,622
23,891 0 0 23,891
230,340 6,064 0 237,304
232 522 0 754
121,444 21,152 0 142,596
7,217 667 0 7,884
128,893 22,341 0 151,234
101,447 (16,377) 0 86,070
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Debt

At year-end, the City primary government had $2,530,000 in outstanding bonds compared to
$2,188,000 last year. That is an increase of 15.6 percent. The only new debt issued this year
. was $670,000 general obligation street bonds for the Highway 18/Urban improvements.

The Component Unit had $3,595,731 of loans outstanding at year-end, compared to $788,247
last year. This is an increase of 358 percent. The Component Unit's new debt issued this year
was $2,635,7310f lowa State Revolving Loan Program Water Revenue Bond Series 2005, and
$216,753 of lowa State Revolving Loan Program Sewer Revenue Bond Series 2005
' City of Emmetsburg Outstanding Debt
General Obligation Bonds and Notes

Governmental activities

2006 2005
General obligation bonds $ 2,530,000 2,140,000
Notes payable 0 48,000

$__ 2,530,000 2,188,000

| Component Unit Qutstanding Debt
' Revenue Bonds :

| | 2006 2005
Revenue bonds $ 3595731 788,247

Economic Factors and Next Year's Budget and Rates

During the state legislative session in 2003, the legislature permanently eliminated certain state
funding to local governments starting in the year ended June 30, 2004 and will continue in the
future, This along with the continuation of the state rollback on residential properties greatly
affects the City's general operating fund. _

The tax levy rates per $1,000 of taxable valuation for fiscal year 2007 are provided below:

General levy $ 8.10000
Liability, property & self insurance 1.00413
Instrumental/vocal music levy 0.13500
Ag land levy 3.00375
Emergency levy - .27000
Employee benefit levy 4.76338
Debt service levy 3.16375

Total $ 20,44001



Contacting the City’s Financial Management

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with
a general overview of the City's finances and to show the City's accountability for the money it
receives. If you have questions about this report or need additional financial information,
contact the City Administrator's Office at 2021 Main, Emmetsburg, lowa. You can also contact
the City Administrator's Office for a separately issued report on the component units, That report
is for the gas, water and sanitation departments known as “Emmetsburg Municipal Utilities”.

Joles Bord,

City Administrator
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Clty of Emmetsburg, lowa
Statement of Net Assets
June 30, 2006

ASSETS
Pooled cash and cash equivalents
Non-pooled cash
Investments and certificates of daposit
Speclal assessments receivable
Properly taxes receivable
Agcounts recelvable
Ctherracelvables
Interest racalivahle
Recelvable from component unlts
Intergovernmental recelvables
Notes recelvable, current
Accrued blilings
Inventories:
Prepald expense
Restricted assets:
. Pooled-cash and cash equlvalents
Assets whose use Is limited;
Pooled cash and cash equivalents
Certificates of deposlt
Notes receivable, non-current
Unamortized note dlscount and loan fess
Capital assets:
l.and and construction in progress
Other-capltal assets,nst of accumulated
depraciation :
Total assets
' . LIABILITIES
Accounts payable
Payable to primary government
Interest payable .
Compensated absences, current
Current-portion of fong-term debt
Cther liabllities
Defarred rovenue
Liabllitles payable from restricted assets
Gustomer deposits
Long-term debt (net of current portlon)
Bonds payable,.non-current
Total [fabllities
NET ASSETS-

invested In capital assets, net of related debt

Restricted for: Caplial projects
Debt service
Road use tax
L.ocal option sales tax
- Employee Benefits
Tax increment districts
Perpetual care of cemetery
Unrestricted
Total net assets

See notes to financial statements.

Primary Government
Governmental Business-Type
Actlvities Actlvities Total

1,985,019 300,425 2,204,444
8,619 0 8,619
2,351 0 2,361
134,192 0 134,192
1,098,006 0 1,098,006
3,009 14,230 17,239
0 0 0
0 0 0
50,199 0 50,100
207,218 0 207,218
49 ] 49
0 0 0
8,620 10,401 19,021
0 0 0
b 0 0
0 0 0
0 0 0
0 ¢ .0
36,813 ¢ .36,813
827,512 19,701 847,303
3,596,748 44,978 3,640,726
7,957 355 308,826 8,356,180
454,979 13,786 468,765
g a Y
8,620 Y 8,620
34,651 3,767 38418
320,000 0 320,000
245 1468 1,713
1,200,118 0 1,200,118
0 0 0
0 0 0
2,210,000 & 2,210,000
4,228 513 19,021 4,247,534
1,893,260 64,769 1,968,020
467,982 -0 467,982
95,540 0 95,649
261,612 0 261,612
102,868 0 102,868
39,127 0 39,127
127,705 0 127,708
64,605 ¢ . 64,805
676,134 315,035 991,169

3, 728,842 379,804

4,108,648




Component Units

Gas Water Sanitation
Department Dapartment Depariment

1,130,678 382,799 313,049
0 Q 8]
) 0 87,778
0 4] 0
0 0 ¢]
213,666 0 35,004
138 0 40,000
818 1177 267
0 0 0
0 0 0
2,498 0 0
61,174 30,337 23,583
0 0 0
5,710 12,517 11,233
42,865 10,070 0
393,607 320,249 126,178
599,760 460,000 12,222
43,807 . 0 0
: 0 27,600 5,700
1,039 3,272,438 1,092,026
847,308 1,783,209 3,543,412
3,332,848 6,300,296 5,290,432
43,894 42,263 42,801
33,816 8,191 8,191
0 6,495 2,768
4,419 4,487 2,216
0 102,000 65,000
21,854 0 0
0 0 0
42,865 10,070 0
0 2,533,731 905,000
0 0 0
146,548 2,707,227 1,015,666
848,347 2,419,816 3,675,438
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 . 0
2,337,953 1,173,153 599,328
3,186,300 3,593,069 4,274,766
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City of Emmetsburg, lowa
Statement of Activities
Year Ended June 30, 2006

Functions/Programs
Primary government;
Governmenital activities:
Public safety $
Public works
Culture and recreation
Community and econemic development
General government
Interest on debt and debt refated fees
Capltal outlay not included in capital assets
Total governmental activities

Business-type activities:
Solid waste
Cematery

Total business-type activities

Total primary government $
Component units; o
Emmetsburg Municipal Utllities:
Gas department $
Water department

Sanitation department

Total compenent units $

Note o statement of activities:

__Program Revenuss

Operating Capital Net

Charges for Grants and Grants and (Expenss}

Expense Services Contributions  Coniributions ~ Revenue
479,385 5,683 0 0 (473,802)
663,230 0 326,915 863,581 527,268
262,848 32,842 3,850 0 (226,166}
115,743 0 7,730 0 (108,013}
271,499 0 0 0 (271,499)
91,472 0 0 0 {91,472)
184,148 0 0 100,000 (84,148}
2,068,325 38,425 338,495 963,581 (727,824}
318,415 288,210 0 0 {30,205)
23,687 13,700 0 0 (9,987}
342,102 301,910 0 0 (40,192}
2410427 340,335 338,495 963,581  (768,016)
2,678,846 3,025,388 0 0 346,542
409,178 516,647 0 549,619 656,088
511,048 488,081 0 290,929 267,962
3,589,072 4,029,116 0 840.548 1,270,592

The City is dredging Five island Lake that belongs to the State of lowa. The City budgets the expenditure as
a capital outlay; however, the Clty does not include the cost of the dredging in its capital assets because it
does not own the lake and most of the lake Is outside the City limits. Therefore, capital outlay is shown as

an expenditure on this statement,

The City owns the assets used for the dredging project and those assets are recorded In capital assets

on the Statement of Net Assets,

See notes to financial statements.



Prl_mary Go_vernment_

Componant Unlits

Governmental Business-Type QGas Water Sanitatlon
Actlvitles Activities Total Department Department Departiment

Change In net assets;

Net (expense) revenues $ (727,824 (40,192) (768,016) 346,642 656,388 267,962
Ganeral revenues:
Property:tax levied for:

General purpose 822,250 0 822,250 0 0 0

Tax increment financing 64,733 0 54,733 0 0 0
- Debi sarvice 207,079 0 207,079 0 0 0
Spaclal assessmants 87,327 ¢ 87,327 0 0 0
Other olty tax 60,258 0] 80,268 0 0 0
Unrestricted grants and contributions 273,758 0 273,758 0 0 ]
Unrestricted Investment Income 77,524 11,918 89,439 34,261 21,130 7,242
Miscallaneous 202,444 5,630 208,074 0 0 0
Transfars-Internal activity 92,010 8,000 100,010 (116,658} {7.000) 28,000
Total general ravenues and transfers 1,877,383 25,645 1,902,628 (82,397) 14,130 35,242

Change In net assets 1,149,659 (14,647) 1,134,912 264,145 670,218 303,204
Net assets-beglnning 2,679,283 394,451 2,973,734 2,922,155 2,922,851 3,971,662
Net assets-ending 3,728,842 379,804 4,108,646 3,186,300 3,693,069 4,274 766




City of Emmetsburg, lowa
Balance Sheet-Governmantal Funds
Juns 30, 2006

ASSETS

Pooled cash and cash equivalents
Non-pooled cash
Investimants
Receivables:

Special assessments

Property taxes, net

Accounts

Notss, cutrent
‘Interfund recelvable
Recelvable from component units
Intergovernmental recelvables
Inventory
Total assets - ‘
LIABILITIES
Accounts payable
Interfund payable
Loan payable 1o component units
Interest payable to component units
Compensated absences, current
Other liabilities
Deferrad revenues
Total liabilitles
: FUND BALANCE
Reserved for debt service
Unreserved, reported in General fund
Unresarved-designated, General funds
Unreserved, reported in Speclal revenus funds
Unreserved-designated, reported in Special revenue funds
Unreserved, reported in Capital projects funds
Unresarved-designated, reported in Capital projects funds
Totsl fund balances

Total liabiflties and fund batances

See notes to financlal statements.

Speclal Revanue

General Road Use Tax
Fund _Fund
484,498 283,057

8,619 0
0 0
0 0
22,928 0
-1 0
0 0
0 0
47,199 0
: 0 25,458
8,620 0
572,033 308,512
25,433 37,433
23,368 0
: 0 0
0 €
25,184 9,487
245 0
0 0
74,230 46,500
278,421 0
219,382 0
0 261,612
0 0
0 0
0 0
497,803 261,612
572,033

308,512



Debt Service Capital Projects Other Total
Debt Service  Speclal Assess- Highway Aimport Governmental  Governmental
Fund ments Fund 18/Urban Runway Funds Funds
1,925 83,471 332,848 3,300 815,922 1,985,019
0 0 0 0 0 8,619
0 0 0 0 2,351 2,351
0 134,192 0 0 0 134,192
4,250. 0 0 0 4,953 32,131
0 0 0 0 2,838 3,009
0 0 o 0 49 49
23,368 0 0 0 0 23,368
0 0 0 0 3,000 50,199
0 2,536 157,167 G 22,060 207,218
0 0 0 4] 0 8,620
29,643 200,199 490,016 3,300 851,173 2,454,775
0 0 366,050 3,300 22,763 454,979
0 0 0 0 23,368
0 0 0 0 0 ' G
0 Q0 0 0 0 0
0 0 0 0 0 34,651
0 0 0 0 U] 2458
0 134,192 0 0 50 134,242
0 134,192 366,050 3,300 22,813 047,485
29,542 66,007 0 0 0 95,549
0 0 0 0 0 278,421
0 0 0 0 0 219,382
0 0 0 0 377,741 639,353
0 0 0 0 106,602 108,602
0 0 123,965 0 275,566 399,631
0 0 0 0 68,451 68,451
29,542 66,007 123,985 0 828,360 1,807,289
29,542 200,199 490,015 3,300 851,173
Amounts reported for govemmental activities in the Statement of Net Assets are different because:
Capital assets used in governmental aotivitles are not financlal resources and therfore are net
reported In.the funds, net of accumulated depreclation of $1,626,263 4,423,260
Unamortized discount on bonds ' 36,813
Long-term-iabllitias are not due and payabla In the eurrent perlod and therefore are not reported
In the funds:
Net change In'accrued interest on bonds _ (8,520)
Bonds payable ' {2,530,000)

5__3707263
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City of Emmetsburg, lowa

Statement of Revenues, Expenditures,
and Changes in Fund Balances-
Governmental Funds

Year Ended June 30, 2006

(Page 1 of 2)

REVENUES $
Property taxes
Tax increment financing
Other city tax
Licenses and permits
Use of money and property
Intergovernmental
Charges for services
Special assessments
Miscellaneous

Total revenues

EXPENDITURES
Governmental activities:
Public safety
Public works
Culture and recreation
Community and economic development
General government
Debt service
Capital outlay

Total expenditures

Excess (deficiency) of revenues over
expenditures

OTHER FINANCING SOURCES (USES)
Bond proceeds
Discount on bonds
Transfers from other funds
Transfers to other funds

Total other financing sources (uses)
Net changes in fund balances

Fund balance,‘ beginning

Fund balance, ending $

See notes to financial statements.

Special Revenue

‘Debt Service

Road Use Tax

Debt Seyvice

General Fund Fund
582,248 0 207,079
0 0 0
48,310 0 7503
19,745 0 0
51,442 0 3,916
44,962 326,915 0
38,425 0 0
0 0 0
72,990 0 48,000
858,122 326,915 266,498
438,096 0. 0
155,975 379,806 0
224,721 0 0
55,871 0 0
270,822 0 0
0 0 415,492
228,148 12,256 0
1,373,633 392,062 415,492
(515,511) (65,147) (148,004)
0 0 0
0 0 0
377,397 60,591 116,434
(113,488) 0 0
263,000 60,591 116,434
(251,602) (4,556) (32,560)
749,406 266,168 62,102
497 804 261,612 29,642




Debt Service Capiltal Projects Other Total
Special Assess- Highway Airport Governmental Governmental
ments Fund 18/Urban Runway Funds Funds
0 0 0 240,002 1,029,329
0 0 0 54,733 54,733
0 0 0 4,445 60,258
0 -0 0 19,745
1,741 2,372 273 17,780 77,524
0 167,167 692,914 353,876 1,575,834
0 0 0 0 38,425
87,327 0 0 0 87,327
0 0 0 86,909 187,899
89,068 169,539 693,187 737,745 - 3,131,074
0 0 0 5,421 443,517
0 0 0 16,590 552,371
0 0 0 13,020 237,741
0 0 0 59,872 115,743
0 0 0 0 270,822
0 0 0 2,400 417,892
0 718,868 758,126 338,240 2,055,638
0 718,868 758,126 435,643 4,093,724
89,068 (559,329) (64,939) 302,202 (962,650}
0 670,000 0 0 670,000
0 (13,400) 0 0 (13,400)
0 26,694 31,876 163,853 776,845
(51,950) 0 0 {519,397) (684,835)
(51,950) 683,294 31,876 (355,544) 748,610
37,118 123,965 (33,083) (53,342) (214,040)
28,889 0 33,063 881,702 2,021,330
66,007 0 828,360 1,807,290

123,965

(Continued)
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City of Emmetsburg, lowa _

Statement of Revenues, Expenditures, and Changes in Fund Balance-
Governmental Funds

Year Ended June 30, 2008

(Page 2 of 2)

Net change in fund balances-total governmental funds

Amounts reported for 'goVernmental activities in the Statement of
Activities are different because:

Governmental funds report capital outlays as expenditures while
governmental activities report depreciation expense to allocate
those expenditures over the life of the assets:

Capital asset purchases capitalized
Depreciation

Revenues reported in the Statement of Activities last year
and reported in the governmental funds this year:

Interest recelvable

Repayment of debt principal is an-expenditure in the governmental
funds, but the repayment reduces long-term liabilities in the
Statement of Net Assets:

Bonds paid |
Notes paid

Proceeds from issuing long-term liabilities provide current financial
resources to governmental funds, but issuing debt increases
long-term labilities in the Statement of Net Assets:

Bonds issued
Discount on general obligation bonds
Amortization of discount recorded In interest

Some expenses reported in the Statement of Activities do‘not_ require
the use of current financial resources and therefore are not reported
as expenditures in governmental funds:

Net change in accrued interest on debt

Change in net assets of governmental activities

See notes to financial statements.
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$  (214,040)

1871490
(172,511)

(5,200)

280,000
48,000

(670,000)
13,400
(2,862)

1,282

$ 1,149,559



City of Emmetsburg, Iowa

Statement of Net Assets-Proprietary Funds

June 30, 2006

ASSETS
Current assets:
Pooled cash and cash equivalents
Accounts receivable
Inventories at cost
Total current assets

Capital assets:
‘Land improvements -

Building _

Equipment and vehicles

Less: Accumulated depreciation
Net capital assets

Total assets

LIABILITIES
Current liabilities:
Accounts payable
Other liabilities
Accrued compensated absences
Total current liabilities

NET ASSETS

Investment in capital assets, net of related debt

Unrestricted
Total net assets

Total liabilities and net asseis

See notes to financial statements.

Business-Type Activities

Solid
Waste Cemetery Total
276,839 32,586 309,425
14,195 35 14,230
10,401 0 10,401
301,435 32,621 334,056
0 19,791 19,791
21,096 2,795 23,891
187,378 7,034 194,412
(164,223) (9,102) (173,325)
44,251 20,518 64,769
345,686 53,139 398,825
12,930 856 13,786
1,468 0 1,468
3,767 0 3,767
18,165 856 19,021
44,251 20,518 64,769
283,270 31,765 315,035
327,521 52,283 379,804
345,686 53,139 398,825
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City of Emmetsburg, lowa

Statement of Revenues, Expenses, and Changes in Fund Net Assets-

Proprietary Funds
Year Ended June 30, 2006

Business-Type Activities

Solid Waste Cemetery Total

OPERATING REVENUES:
Charges for services: ' |

Sanitation fees $ 288210 0 288,210

Cemetery fees 0 13,700 13,700
Total charges for services 288,210 13,700 301,910
Sale of lots 0 2,630 2,630
Total revenues 288,210 16,330 304,540
OPERATING EXPENSES:
Business-type activities:

Solid waste-current operations 297,884 0 297,884

Cemetery-current operations 0 22,127 22,127
Depreciation 20,531 - 1,560 22,091
Total operating expense 318,415 23,687 342,102
Operating income (loss) ' (30,203) (7,357) (37,562)
NON-OPERATING REVENUE (EXPENSE):
Donations 0 3,000 3,000
Interest income 9,078 2,837 11,915

9,078 _ 5,837 14,915

Income (loss) before transfers (21,127) (1 ,520) (22,647)
Transfers froﬁl ofher funds _ 0 8,000 8,000
Changes in net assets (21,127) 6,480 (14,647)
Total net assets, beginning 348,648 45,803 394,451
Total net assets, ending: $ 327,521 52,283 379,804

See notes to financial statements.



City of Emmietsburg, lowa

Statement of Cash Flows

increase {Decrease) in Cash and Cash Equivalents-
Proprietary Funds

Year Ended June 30, 2006

Business-Type Activities

Total
Solid Enterprise
: _ Waste  Cemetsry Funds
CASH FLOWS FROM OPERATING ACTIVITIES: _

Cash received from customer $ 284,006 - 16,344 300,439

Cash payments for goods and services (194 110)  {21,055) (215,165)

Cash payments to employees {102,721y (1,329)  (104,050)
Net cash providad (use} by operating activities (12 736) (6,040) (18,776)
CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES;

Donations 0 3,000 3,000

Transfers from other funds 0 8,000 8,000
Net cash provided (used) by non-capital financing

activities _ 2] 11,000 11,000
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:

Net acquisition of capltal assets (730) 61) (791)
Net cash used for capital and related financing activities (730) 81) (791)
CASH FLOWS FROM INVESTING ACTIVITIES: _

Interest Income : 9,078 2,837 11,815
Net cash provided by investing activities 9,078 2,837 11915
Nef Increase (decrease) in cash. and cash equivalents {4,388) 7,736 3,348
CASH AND CASH EQUIVALENTS, beginning 281,227 24,850 306,077
CASH AND CASH EQUIVALENTS, ending $ . 278839 .32,686 309,425
Recongiliatlon of operating income (loss) to net cash
provided {used) by operating actlvities:

Operating income (loss) $  (30,205) (7,357) (37,662)

Adjustments to reconcile operating income {loss)

-0 het cash provided (used) by operating activities: . _

Depreciation - ' 20,531 1,560 - 22,091

Changes in assets and liabillties: .

(Increase) decrease In accounits recelvable {4,115) 14 #,101)

{Increase) decrease Iin inventory (3,831) 0 (3,831)

Increase (decrease) in accounts payable 3,789 (257} 3,632

Increase (decrease) In other liabllitles 104 0 104

" Increase (decrease) in compensatad absences 991 0 991
Net cash provided (used) by operating activities $ _(12,736) (6,040) {18,776)

See Notes to financial statements.



Notes to Financial Statements

Reporting Entity, Nature of Operations, Description of Funds and Account Group, and .
Significant Accounting Policies

General Statement

The propristary activities, including the component unit, apply Financial Accounting

~ Standards Board (FASB) pronouncements and Accounting Principles Board (APB) opinions
issued on or before November 30, 1989, unless those pronouncements conflict with or
contradict Government Accounting Standards Board (GASB) pronouncements in which
case, GASB prevails.

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements. Estimates also affect the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Reporting Entity

For financial reporting purposes, the City of Emmetsburg, lowa has included all funds,
organizations, agencies, boards, commissions and authorities. The City has also
considered all potential component units for which it is financially accountable and other
organizations for which the nature and significance of their relationship with the City are
such that exclusion would cause the City's financial statements to be misleading or
incomplete, The Governmental Accounting Standards Board has set forth criteria to be
considered in determining financial accountability. These criteria include appointing a
voting majority of an organization's governing body and (1) the ability of the City to impose
its will on that organization or (2) the potential for the organization to prowde specmc
benefits to or impose specific financial burdens on the City.

These financ:lal statements present the City of Emmetsburg, lowa (the primary government)
and its component units. The component units discussed below are included in the City's
reporting entity because of the significance of their operational or financial relationship with
the City. Complete financial statements of the individual component units, which Issued
separate financial statements as noted below, can be obtained from their respective
administratlve offices.

Jointly Governed Organizations

The Clty also partlcipates in-one jointly governed organization for which the City is not
financially accountable or that the nature and significance of the relationship with the City is
such that exclusion does not cause the City's financial statements to be misleading or
incomplete. The Mayor and Police Chief are members of the Palo Alto County Joint E911
Service Board, The City also participated with lowa Lakes Community College in the
operation of the Community Library and Wellness Center. The City has recorded its share
of the expense in the Governmental Fund. The Wellness Center and Library is an asset of
the College and its audit is included in the College audit,
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Discretely Presented Component Units - The Emmetsburg Municipal Utilities (gas, water
and sanitation) is presented in separate columns to emphasize that it is legally separate
from the City, but is financially accountable to the City, or whose relationship with the City is
such that exclusion would cause the Cltys financial statements to be misleading or
incomplete. The information reported in these financial statements is the data of the primary
government. The data of the component units necessary to report in accordance with GAAP
are not included. A five-member board appointed by the City Council governs the Utility and
Utility's operating budget is subject to the approval of the City Council. The Utilities is
accounted for as a proprietary fund in these financial statements. In accordance with criteria
set forth. by the Governmental Accounting Standards Board, the Utilities' meets the
definition of a component unit, which should be discretely presented.

Nature of Operations

The City of Emmetsburg, lowa was incorporated in 1877 under the provision of the State of
lowa and operates under the Home Rule provision of the lowa Constitution. The City
operates under the mayor-council form of government and prowdes numerous services to
citizens mcludmg

Public safety, public works, culture and recreation, oommunlty and economic
development, and general government services, It also operates the gas, water, and
sanitation utilities, which is a discrete component unit as explained above.

Basis of Presentatlo

Government-wide Financial Statements - The Statement of Net Assets and the Statement
of Activities report infarmation on all of the nonfiduciary activities of the primary government
and its component units. For the most part, the effect of Interfund activity has been
removed from these statements. Governmental activities, which are supported by property
tax and intergovernmental revenues, are reported separately from business type actMttes
which rely to a S|gn|f|cant extent on fees and charges for services.

A Statement of Net Assets presents the City's nonfiduciaty assets and liabilities, with the
difference reported as net assets. Net assets are reported in three categories.

Invested in Capital Assets, Net of Related Debt which conmsts of capital assets, net of
accumulated depreciation and reduced by outstanding balances for bonds, notes and
other debt attributable to the acquisition, construction or improvement of those assets.

Restricted Net Assets - which result when constraints placed on net asset use are
either externally imposed or imposed by law through constitutional provisions or
enabling legislation.

Unrestricted Net Assets - which consist of net assets not meeting the definition of the
two preceding categories. Unrestricted net assets often have constraints on
resources imposed by management, which can be removed or modified.

The Statement of Activities demonstrates the degree to which the direct expenses of a
given function are offset by program revenues. Direct expenses are those clearly
identifiable with a specific function. Program revenues include 1) charges to customers or
applicants who purchase, use or directly benefit from goods, services or privileges provided
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by a given function and 2) grants, contributions and interest restricted to meeting the
operational or capital requirements of a particular function. Property tax and other items
not properly included among program revenues are reported instead as general revenues.

Fund financial statements of the reporting entity are organized into funds, each of which is
considered {o be separate accounting entities. Each fund is accounted for by providing a
separate set of self-balancing accounts that constitute its assets, liabilities, fund equity,
revenues, and expenditures/expenses. Funds are organized into two major categories:
governmental, and proprietary. An emphasis is placed on major funds within the
governmental and proprietary categories. A fundis considered major if it is the primary
operating fund of the City or meets the following criteria:

a. Total assets, liabilities, revenues, or expenditures/expenses of that individual
governmental or enterprise fund are.at least 10 percent of the corresponding total
for all funds of that category or type; and

b. Total assets, liabilities, revenues, or expenditurésfexpenses of the individual
governmental fund or enterprise fund are a least 5 percent of the corresponding
total for all governmental and enterprise funds combined.

The funds of the financial reporting entity are described below:
Governmental Funds

General Fund

The General Fund s the prlmary operating fund of the City and is always cIaSS|f|ed asa major
fund. Itis used to account for all activities except those legally or administratively required to
be accounted for in other funds.

Special Revenue Funds

Special Revenue Funds are used to account for the proceeds of specific revenue sources
that are legally restricted to-expenditures for certain purposes,

Capital Project Funds

The Capital Project Funds are used to account for resources restricted for the acquisition or
construction of specific capital projects or items. The reporting entity includes several
individual Capital Project Funds and they are used to account for the acquisition of capital
assets. Not all of the funds expended in these funds will be capitalized as City assets since
the projects they are expended on are not on City property. An example of this is the lake
dredging project. The lake belongs to the State of lowa, not the City of Emmetsburg, lowa.

Debt Service Funds
The Debt Service Funds accounts for the accumulation of financial resources for the

payment of interest and principle on the general long-term debt of the City other than debt
service payments made by enterprises funds.



Proprietary Funds
Enterprise Funds

Enterprise funds are used to account for business-like activities provided to the general
public. These activities are financed primarily by user charges and the measureament of
financial activity focuses on net income measurement similar to the private sector.

Major and Nonmajor Funds

The funds are further classified as major or nonmajor as follows:
Major Fund: Brief Description -
General See above for description,

Special Revenue Funds:

Road Use Tax ' Accounts for the state revenue allocated to the City,
‘ which is used to maintain and improve the City's.
streets, '
Debt Service Fund See above for description.
'_Spec‘:ial 'Aséess_ment Fund See above for description,.
(A Debt Service Fund)
Capital Projects Funds: _
- Highway 18/Urban = See Capital Projects description above.
Airport Runway See Capltal Projects description above,

Nonmajor Fund:
Special Revenue Funds: :
Emergency Fund Accounts for a special $.27/1.000 tax levy.

Employee Benefit Fund Accounts for property taxes levied to finance the
payment of payroll taxes including IPERS, group
insurance, medical reimbursements, workmen's
compensation and unemployment compensation,

Local Option Sales Tax Fund  Accounts for the revenues from the tax authorized by
' referendum and uses 80% for infrastructure and 20%
for community betterment.



Special Revenue Funds
(Continued);

South TIF Fund

TIF North Fund

TIF North Set Aside Fund

CDBG Housing Rehab Fund

Wild Rose Allocation Fund
ECDC Trust Fund
Perpetual Care Fund

Revolving ECDC Loan Fund

Capital Project Funds:

Revolving Fund

Lake Project Fund

Sewell Park Project Fund
South Grand Project Fund
Rail Road Surface Fund
Kearny Park Fund

First Street Project Fund

Airport Taxiway & Apron Fund

CDBG Sewer Project Fund
Airport Fuel Fagility Fund

Accounts for tax increment revenues used to pay
for certain public improvements within the Urban
Renewal area.

See TIF Fund description above.

Accounts for amounts set aside for low and
moderate income housing assistance.

Accounts for federal and local funds used to
assist low and moderate income families for
housing rehabilitation.

Accounts for allocated funds recelved from the Wild

Rose Casino.

Accounts for the assets donated by the community

for economic development and lake improvements,

Accounts for money accumulated by law for the
operations of the cemetery.

Accounts for money loaned to local businesses.

For all funds that follow, see description for

Capital Projects Funds above.
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Significant Accounting policies

Measurement Focus and Basis of Accounting

Measurement focus is a term used to describe “which” transactions are recorded within the
various financial statements. Basis of accounting refers to “when” transactions are.
recorded regardless of the measurement focus applied, -

Measurement Focus

On the government-wide Statement of Net Assets and the Statement of Activities, both
governmental and business-like activities are presented using the economic resources
measurement focus as defined in item b. below.

In the fund financial statements, the “current financial resources” measurement focus or the
“economic resources” measurement focus is used as appropriate:

a. All governmental funds utilize a “current financial resources” measurement focus. Only
current financial assets and liabllities are generally included on their balance sheets.
Their operating statements present sources and uses of available spendable financial
resources during a given period. These funds use fund balance as their measure of
-avallabie spendable financial resources at the end of the period.

b. The proprietary fund utilizes an “economic resources” measurement focus. The
accounting objectives of this measurement focus are the determination of operating
.income, changes in net assets (or cost recovery), financial position, and cash flows.
All agsets and liabilities (whether current or noncurrent) associated with their activities
are reported. Proprietary fund equity is classified as net assets. Proprietary funds.
distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations.
The principal operating revenues are charges to customers for sales and services.
Operating expenses for enterprise funds include the cost of sales and services,
administrative expenses and depreciation on capital assets. All revenues and
expenses not meeting this definition are reported as non-operating revenues and
expenses, ' '

Basis of Accounting

In the government-wide Statement of Net Assets and Statement of Activities, both
governmental and business-like activities are presented using the accrual basis of
accounting. Under the accrual basis of accounting, revenues are recognized when earned
and expenses are recorded when the liability is incurred or economic asset used.
Revenues, gains, losses, assets, and liabilities resulting from exchange and exchange-like
transactions are recognized when the exchange takes place. Property taxes are recognized
as revenues in the year for which they are levied. Grants and similar items are recognized
as revenue as soon as all eligibility requirements imposed by the provider have been met.

In the financial statements, governmental funds are presented on the modified accrual
basis of accounting. Under this modified accrual basis of accounting, revenues are
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recognized when “measurable and available”. Measurable means knowing or being able to
reasonably estimate the amount. Available means collectible within the current period or
within sixty days after the year end. Expenditures (including capital outlay) are recorded
when the related fund liabllity Is incurred, except for general obligation bond prlnmpal and
interest which are reported when due.

Property taxes, franchise taxes, licenses, interest, fines and forfeitures, and special
assessments are susceptible to accrual. Sales taxes collected and held by the state at year-
end on behalf of the City are also recognl'zed as revenue, Other receipts and taxes become
measurable and available when cash is received by the City and are recogmzed as revenue
at that time.

Entitlements and share revenuss are recorded at the time of receipt or earlier if the

susceptible to accrual criteria are met. Expenditure-driven grants are recognized as
revenue when the qualifying expenditures have been incurred, all other grant requirements
have been met, and the criteria for accrual has been met.

All proprietary funds utilize the accrual basis of accounting.
Assets, Liabilities, and Equity
Cash and Investments

For the purpose of the Statement of Net Assets, "cash, including time deposits” includes all
demand, savings accounts, and certificates of deposits of the City. For the purpose of the
proprietary fund Statement of Cash Flows, “cash and cash equivalents” include all demand
and savings accounts, and certificates of deposit or short-term investments with an original
maturity of three months or less. Investments are not material and are carried at cost,

Interfund Receivables and Payables

During the course of operations, numerous transactions occur between individual funds that
may result in amounts owed between funds. Those related to goods and services type
transactions are classified as “due to and from other funds.” Short-term Interfund loans are
reported as “Interfund receivables and payables,” Long-term Interfund loans {(nongurrent
portion) are reported as “advances from and to other funds.” Interfund receivables and
payables between funds W|th|n governmental activities are eliminated in the Statement of
Net Assets

Receivables

In the government-wide statements, receivables consist of all revenues earned at year-end -
and not yet received. Allowance for uncollectible accounts are not racorded. The City and
Utilities uses the direct write off method. Based upon historical trends and the Clty s and
Utilities monitoring of accounts receivable, the amount that should be recorded in the
allowance for uncollectible accounts, if any, is not material. The City and Utilities writes off
what has been determined to be uncollectible at year-end.

Inventories

Inventories are valued at cost using the first-inffirst-out method.
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Fixed Assets

The accounting treatment over property, plant, and equipment (fixed assets) depends on
whether the assets are used in governmental fund operations or proprietary fund operations
-and whether they are reported in government-wide or fund financial statements.

Government-wide Statements

In the government-wide financial statements, fixed assets are accounted for as
capital assets, All fixed assets are valued at historical cost, or estimated historical cost if
actualis unavailable. Estimated historical cost was used to value the majority of the -
assets acquired prror to June 30, 2003,

Prior to July 1, 2003, governmental funds’ infrastructure assets and other fixed assets were
not capltallzed Other fixed assets such as rolling stock and major equipment with a value of
$5,000 or more were capltallzed at estimated historical costs. Infrastructure prior to July 1,
2003 is not capitalized in these financial statements.

Depreciation of all exhaustible fixed assets is recorded as an allocated expense in the
Statement of Activities, with accumulated depreciation refiected in the Statement of Net .
Assets. Depreciation is provided over the assets’ estimated useful lives uslng the straight—ﬂne
method of depreciation. The range of estimated useful lives by type of asset is as follows;

Machinery and Equipment 5-15 years:
Vehicles "~ 5-15years
Improvements 15 - 20 years -
Infrastructure ' 40 years
Buildings 20 - 50 years
Component Units:
Structure and Plant 20 - 50 years
Distribution System ' 50 years
Equipment, Meters and Mains 5 - 50 years

No detailed depreciation schedule or continuing property record is maintained for the
component units, Consequently, it is impossible to use generally accepted accounting
principles for retirements er abandonment of plant and equipment. Salaries paid for plant
investment have been expensed at the time of payment. Vehicle expense and overhead
related to construction is not capitalized. Under generally accepted accounting principles,
salaries, vehicle expense and overhead shouid be capitalized.

Fund Financial Statements

In the fund financial statements, fixed assets used in governmental fund operations ars
accounted for as capital outlay expenditures of the governmental fund upon acqulsmon
Fixed assets used in proprietary fund operations are accounted for the same as in the
government-wide statements
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Restricted Assets

Restricted assets include cash, including time deposits of the component units that are
legally restricted as to their use, The restricted assets are related to utility meter deposits.

Deferred Revenue

Although certain revenues are measurable, they are not available. Available means
collected within the current period or expected to be collected soon enough thereafter to be
used to pay liabilities of the current perlod. Deferred revenue in the governmental fund
financial statements represents the amount of assets that have been recognized, but the
related revenue has not been recognized since the assets are not collected within the
current period or expected to be collected soon enough thereafter to be used to pay
liabilities of the current period, Deferred revenue consists of unspent grant proceeds, as
well as delinquent property tax receivable and other receivables not collected w:thln sixty
days after the year- end and special assessments not collected.

Deferred revenue in the Statement of Net Assets consists primarily of special assessments
that are not available, succeeding year property tax, and tax increment financing that will
not'be recognized as revenue until the year for which they are levied.

Long-term Debt

The accounting treatment of long-term debt depends on whether the assets are used in
governmental fund operations or proprietary fund operations and whether they are reported
in the government-wide or fund financial statements..

All long-term debt to be repaid from governmental and business-type resources are
reported as liabilities in the government-wide statements. The long-term debt consists of
notes and bonds payable.

Long-term debt for governmental funds is. not reported as liabilities in the fund financial
statements, The debt proceeds are reported as other financing. sources and payment of
principle and interest reported as expenditures. The accounting for proprietary fund is the
same in the fund statements as it is in the government-wide statements.

Compensated Absences

The City's policies regarding vacation time permit employees to accumulate earnad but
unused vacation leave. Tha liability for these compensated absences is recorded as
current in the government-wide statements since historical trends indicate none are long-
term. In the fund financial statements, governmental funds report only the compensated
absence liability payable from expendable available financial resources, which in this case
is the same as the government-wide figures. The proprietary funds report the liability as it is
incurred.
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Fund Equity

In the governmental fund financial statements, reservations of fund balance are reported for
amounts that are not available for appropriation or are legally restricted by outside parties
for use for a specific purpose. Designations of fund balance represent tentative
management plans that are subject to change.

Budgets and Budgetary Accounting

The budgetary comparison and related disclosures are reported as Required
Supplementary Information. During the year ended June 30, 2008, expenditures exceeded
the amounts budgeted in debt service function.

Revenues, Expenditures, and Expenses

Property Taxes

Under State law, municipalities are limited in their ability to levy a property tax. By statute,
the City is required to certify its budget to the County Auditor by March 15 of each year for

the subsequent fiscal year. Property tax revenues recognized in these funds become due

and collectible in. September and March of the current fiscal year with a 1. %2 % per month

penalty for delinquent payments; is based on January 1, 2004 assessed property

valuations; is for the accrual period July 1, 2005 through June 30, 2006 -and reflect tax
asking contained in the budget certified to the County Board of Supervisors in March 2005.
In the fund financial statements, property taxes are recorded as revenue in the period levied
to the extent they are collected within 60 days of year-end. Due to the immaterial amount of
any additional property taxes receivable after the 60-day perlod no additional accrual is
made in the government-wide financial statements.

interfund Transfers _

Permanent reallocation of resources between funds of the reporting entity are classified as
Interfund transfers. For the purpose of the Statement of Activities, all Interfund transfers
between individual governmental funds have been eliminated.

Other Accounting Policles and Accounting and Reporting Practices
Cash Management and Investments

The primary government maintains one primary demand deposit account and the discrete
component unit maintains another demand deposit- account through which the majotity of
its cash resources are processed, Both the primary government and component unit each
have investment activities carried on in an investment pool. The earnings on the pooled
investments are allocated to the funds on a systematic basis.

Assets Whose Use Is Limited

Assets whose use is limited include assets set aside by the board of trustees or city
council specifically designated for future capital Improvements or other special future
expenses, over which the board or city council retains control and may at its discretion
subsequently use for other purposes.
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Cash and Investments

The City's deposits at June 30, 2008 were entirely covered by Federal depository insurance,
or by the State Sinking Fund in accordance with Chapter 12C of the Code of lowa. This
chapter provides for additional assessments against the depositories to insure there will be
no loss of public funds. :

The City Is authorized by statute to invest public funds in obligations of the United States
government, its agencies and instrumentalities; certificates of deposit or other evidences of
deposit at federally insured depository institutions approved by the City Council; prime
eligible bankers acceptances; certain high rated commercial paper; perfected repurchase
agreements; certain registered open-end management investment companies; and certain
joint investment trusts, and warrants or improvement certificates of a drainage district. The
City's investments at June 30, 2006 consist primarily of certificates of deposit and savings
~.accounts, all of which are recorded in cash and cash equivalents or certificates of deposit.
The City was given a donation of insured registered corporate stock with a book value and
market value of $2,041, which is held in the name of the City.

‘Component Unit — Notes Recslvable

The Utilities loaned $50,000 to a local business to be used for expansion on September 2,
1999.The note bears interest at five percent over a fifteen-year amortization schedule with
one balloon payment due at the end of five years. Interest only was paid the first two years
on a quarterly basis, with principal and interest due after the first two years on a monthly
basis. The current balance of the $50,000 loan is $46,105.

Pension and Retirement Benefits

The City of Emmaetsburg, lowa contributes to the lowa Public Employees Retirement
System (IPERS), which is a cost-sharing multiple-employer defined benefit pension plan
administered by the State of lowa. IPERS provides retirement and death benefits which are
establishéd by State statute to plan members and beneficiaries. . IPERS issues a publicly
available financial report that includes financial statements and required supplementary
information. The report may be obtained by writing to IPERS, P. O. Box 9117, Des Moines,
lowa 50306-9117,

Plan members are required to contribute 3.70% of their annual covered salary and the City
of Emmetsburg, lowa is required to contribute 5.75% of annual covered payroll except for
law enforcement employees, in which case the percentages are 6.16% and 9.23%,
respectively, Contribution requirements are established by State statute. The City of
Emmetsburg, lowa and component unit contribution to IPERS for the years ended June 30,
2006, 2005, and 2004 were $68,256, $67,309 and $66,972, respectively, equal to the
required contributions for each year.

Deferred Compensation Plan

The City, exclusive of the Emmetsburg Municipal Utilities, offers a Deferred Compensation
Plan for Its employees under IRS Code Section 457.The City has executed a Declaration of
Trust of the ICMA Retirement Trust, intending that the execution is to be operative with



37

respect to any retirement or deferred compensation plan established by the City. All the
assets of the plan are invested in the ICMA Retirement Trust.

Other Employee Benefits

The City maintains hospitalization and life insurance coverage for all of its full-time

employees, The City pays all costs of the basic insurance. The City also partially self-
insures a portion of the health insurance through a medical reimbursement plan. The City
had no material claims incurred but not reported as of June 30, 2008.

Capital Assets

Capital asset activity for the year ended June 30, 2008, is as follows:

Governmental Activities:

Asset costs

Land and land improvements
Machinery and equipment, vehicles
Buildings

Infrastructure

Construction in progress

Total assets costs
Less accumulated depreciation
Machinery and equipment
Buildings

Infrastructure

Total accumulated depreciation
Governmental activities capital
assets, net

Business-type activities:

Land and improvements

Machinery and equipment, vehicles
Building _

Total assets cost
Less accumulated depreciation
Land and improvements

Machinery and equipment, vehicles
Building

Total accumulated depreciation
Business-type assets, net

Balance Balance
S July 1, : June 30,
2005 Additions  Disposals 2006
$ 0. 2,625 0 2,525
1,594,013 - 255,159 (19,950) 1,829,222
642,072 9,842 -0 651,914
1,908,938 833,925 0 2,740,863
54,948 770,039 0 824,987
4,197,971 1,871,490 (19,950) 6,049,511
1,131,195 102,307 (19,950) 1,213,552
296,699 15,347 0 312,047
45,798 54,857 0 100,655
1,473,692 172,511 (19,950) 1,626,254
$ 2,724,279 1,698,979 0 4,423,257
$ _
19,791 0 0 19,791
193,622 791 0 - 194,413
23,891 0 0 23,891
237,304 791 0 238,095
754 698 0 1,450
142,597 20,728 Q. 163,325
7,884 667 0 8,651
151,235 22,091 0 173,326
$ 86,069 (21,300 0 64,769
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Depreciation expense was charged to functions of the primary government as follows:

Governmental activities;
Public safety
Public works
Cultural and recreation
General government
Total depreciation expense

Business type activities:
Solid Waste
Cemetery

Total depreciation expense

Discretely presented
component units;

Gas department:

Land

Structures and plant
Distribution system

Equipment, meters and mains
Total assets cost

Less accumulated depreciation
Gas department assets, net

Water department:

Land

Structures and plant
Distribution system

Equipment, meters and mains
Construction in progress

Total assets cost

Less accumulated depreciation
Gas department assets, net

$

35,868

110,858

25,106

679

$ 172,511

$ 20,531

1,560

$___ 22091

Balance Balance .
July 1, June 30,

2005 Additions Disposals 2006

1,039 0 0 1,039

333,319 0 0 333,319

1,100,919 53,173 0 1,154,002

767,315 27,304 0 794,619

2,202,692 80,477 0 2,283,069

1,379,690 55,032 0 1,434,722

822,902 25,445 0 848,347

67,067 0 0 67,087

517,471 0 0 517,471

1,889,404 0 0 1,889,404

969,061 17,958 0 987,012

192,977 3,012,394 0 3,205,371

3,635,980 3,030,352 0 6,666,332

1,532,528 78,157 0 1,610,685

2,103,452 2,952 195 0 5,055,647
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Sanitation department:

Land $
Structures and plant

Distribution system

Equipment, meters and mains
Construction in progress

Total assets cost

Less accumulated depreciation

Sanitation department assets, net $

9. Changes in Long-term Debt

Balance Balance
July 1, June 30,
2005 Additions Disposals - 2006

84,542 0 0 84,542
4,321,950 26,939 0 4,348,889
1,399,559 12,424 0 1,411,983
535,653 8,779 0 542,432
726,762 280,692 0 1,007,454
7,068,466 326,834 0 7,395,300
2,608,617 151,275 0 2759892
4 459,849 175,559 0 4635408

The following is a summary of debt transactions of the City primary government for the year

ended June 30, 2006:

Governmental activities:

Balance Balance
July 1, June 30,
2005 - Increases Decreases 2006
General obligation bonds $ 2,140,000 670,000 (280,000} 2,530,000
Notes 48,000 0 {48,000) 0
' 670,000 (328,000) 2,530,000

$ 2,188,000

Bonds were sold at a discount; unamortized discount at June 30, 2006 totaled $36,813.

Bonds payable at June 30, 2008 comprise the following individual issue:

General obligation street improvement notes:

$1,080,000 notes due in annual installments of $65,000, $70,000,

$75,000, $80,000, $85,000, $90,000, $95,000, $105,000, $110,000, and

$115,000 to June 1, 2009; interest from 4.50% to 5.45% $ 330,000

General obligation corporate purpose notes:

$665,000 notes due in annual installments of $60,000,

$55,000, $65,000, $70,000, $75,000 and $80,000 to

June 1, 2008; interest from 4.05% to 4.55% ' $ 155,000

General obligation corporate purpose notes:

$475,000 notes dus In annual installments of $40,000,

$45,000, $50,000 and $55,000 to June 1, 2014 interest

from 1.50% to 3.85% $ 390,000



General obligation corporate purpose notes, 2005;

$1,050,000 notes due in annual installments of $65,000,$95,000,

$100,000, $110,000, $115,000, and $120,000 to June 1, 2015; interest

from 2.75% to 3.90% $ 985,000
General obligation street improvement bonds, series 2006:

$670,000 bonds due in annual installments of $55,000, $60,000,

$65,000, $70,000, $75,000, and $80,000 to June 1, 2017;

interest from 3.80% to 4.5% $ 670,000

The annual requirements to retire general long-term debt as of June 30, 2008 are as follows:

Year Ending

June 30, Principal Interest Total
2007 $ 320,000 100,997 420,997
2008 ' 390,000 86,923 - 476,923
2009 320,000 70,933 390,933
2010 210,000 57,793 267,793
2011 220,000 50,417 270,417

2012-17 1,070,000 126,498 1,196,498

$ 2,530,000 493,561 3,023,561

The following is a summary of debt transactions for the -componeht units for the year ended June
30, 20086:

Long-Term Debt

The Utilities entered into a Loan and Disbursement Agreement with the State of lowa and the lowa
Department of Natural Resources (the "Department"), as-part of the lowa Sewage Treatment
Works Financing Program, as a means of financing the construction of certain wastewater
treatment facilities of the Utilities. As a means of enabling the State and the Department to comply
with the "continuing disclosure” requirements set forth in Rule 15¢2-12 of the Securities and.
Exchange Commission, the Utilities’ agrees, during the term of the loan, to provide the Department
with certain reports and other Information as required. Original loans are detailed as follows:

$2,75.0-,000-IoWa State Revolving Loan Program Water Revenue Bonds Series 2005 due in annual
payments of $102,000-$179,000 to June 1, 2026, and interest at 3.00%. The June 30, 2006 loan
balance totaled $2,635,731, with unadvanced funds of $114,269.

$600,000 lowa State Revolving Loan Program Sewer Revenue Bond Series 2005 MC60R due in
annual payments of $20,000-$35000 to June 1, 2025, and interest at 3.00%. The June 30, 2006 loan
balance totaled $578,000, with unadvanced funds of $2,000.

$202,000 Sludge Digestion Improvement series 1998B bonds due in annual payments of $6,000-
$15,000 to June 1, 2018 and interest at 3.92%. The June 30, 2008 loan balance totaled $132,000.

40
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$358,000 Sewer Revenue Bonds Series 1998A due in annual payments of $13,000- $25,000 to

June 1, 2018 and interest at 4.23%.The June 30, 2006 Loan balance totaled $250,000.

Annual debt service requirements related to the loan are as follows:

Year Ending

June 30, Pringipal Interest Total
2007 $ 157,000 115,649 © 272,649
2008 180,000 110,601 270,601
2009 164,000 105,463 269,463
2010 167,000 100,205 267,205
2011 170,000 94,857 264,857
2012-25 2,777,731 715,646 3,493,377
' $_ 3505731 1,242421 4,838,152

10. Assets Whose Use is Limited

The composition of assets whose use is limited at June 30, 2006 is in the followihg table:

: Gas Water Sanitation
By Board for:
Capital improvements and replacement  § 940,754 733,829 87,362
Madical reimbursement 39,733 - 4,138 4,137
Industrial development 870 28,282 32,901
Housing development 12,000 14,000 14,000
$ 993,357 780,249 138,400

11. Interfund Receivables and Payables

Interfund receivables and payables are documented on the Balance Sheet-Governmental Funds.

These balances will be repaid from future revenue.

12, Interfund Operating Transfers
Major Funds:

Transfers In Transfers_Out

General fund;
Employee benefit fund $
Emergency fund
|.ocal option sales tax fund
Capital projects revolving fund
ECDC trust fund
Lake capital projects fund
Cemetery fund
TIF north set aside fund

195,749
17,083
42,500
15,327

0
0
0
18,000

0

0

-0
10,759
6,000
7,986
8,000
0
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Transfers In Transfers Qut
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Airport runway capital projects fund | 0 28,576
Sewell park capital projects fund 0 2,676
South Grand capital projects fund 100 0
Kearny park capital projects fund 0 14,204
Airport taxiway & apron capltal projects fund 0 32,967
Airport fuel facility capital projects fund 0 2,320
Component unit 88,658 0

Total general fund 377,397 113,488

Road use tax fund:

Employee benefit fund 60,5691 0

Debt service fund; _

South Grand capital projects fund 12,5628 0
Local option sales tax fund - 51,956 0
Special assessments fund 51,950 0

Total debt service fund 116,434 0

Debt Ser\)ice¥special asseésments- fund :
Debt service fund 0 51,950

Highway 18/urban capital projects fund:

Local option sales tax fund 26,694 0
Airport runway capital projects fund

General fund 28,576 0

Local opticn sales tax fund 3,300 0

Total airport runway capital projects fund 31,876 0

Other Governmental Funds (Nonmajor)

Emergency fund: '
General fund 0 17,083

Employee benefit fund:

~ General fund 0 195,749
Road use fund 0 60,590
Total employee benefit fund 0 256,339
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Local option sales tax fund:
General fund
Highway 18/urban capital projects fund
Debt service fund
ECDC trust fund
Kearny park capital projects fund
Alrport runway capital projects fund

Airport taxiway & apron capital projects fund

Airport fuel facility capital projects fund
Component unit ' '
Total local option sales tax fund

TIF north fund:
TIF north set aside fund

TIF north set aside fund;
TIF north fund
General fund
Total TIF north set aside fund

ECDC ftrust fund;

General

Local option sales tax fund
Total ECDC trust fund

Capital proj.ects revolving fund:
General fund

Lake capital project fund:
General fund

Sewell park capital projects fund:
General fund
Component unit _

Total Sewell park capital projects fund

South Grand capital projects fund:
General fund
Debt service fund

Total South Grand capital projects fund

Transfer In  Transfer Out -
0 42,500

0 26,694

0 51,955

0 9,030

0 40,000

0 3,300

0 10,994

0 240
1,000 _ 0
1,000 184,713
0 15,327
15,327 0
0 18,000
15,327 18,000
6,000 0
9,030 0
15,030 0
10,759 15,327
7,986 _ 0
2,676 . 0
6,000 0
8,676 0
0 100

0 12,528

0 12,628
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Kearny park capital projects fund: TransferIn  Transfer Out
General fund 14,204 0
Local option sales tax fund 40,000 0
Total Kearny park capital projects fund 54,204 _ 0

Airport taxiway & apron fund:

General fund | 32,967 0
Local option sales tax fund 10,994 0
43,961 0

CDBG sewer capital projects fund:
Component units 4350 0

Airport fuel facility capital projects fund:

General fund 2,320 0
Local option sales tax fund 240 0

' 2,560 0

Total transfers in and out of governmental funds 776,845 684,835

Business-Type Activities-Primary Government
Cemetery fund: _
General fund 8,000 . 0

Component Units:
Gas department

Sanitation department 0 35,000

General fund _ 0 79,658

Sewell park capital projects 0 2,000
Water department '

General fund ' 0 5,000

Sewel| park capital projects -0 2,000
Sanitation department '

Gas department 35,000 - 0

General fund 0 5,000

Sewell park capital projects 0 2,000
Total transfers in and out of component units 35,000 130,658
Total transfers $ 819,845 815,493

Component unit shows the transfer to CDBG sewer capital projects as an increase in equipment of
$4,350.



Transfers generally move resources from the fund statutorily required to collect the resources to
the fund statutorily required to expend the resources.

13. Interfund Receivables and Payables
The details of interfund receivables and payables at June 30, 2006 are as follows:

Receivable Fund Payable Fund ' Amount
Debt service fund General fund | $ 23,368

The interfund balance was the result of recording.income in the wrong fund. The balance
will be repaid in the next fiscal year.

14, Risk Management

The City of Emmetsburg, lowa is exposed to various risks of loss related to torts, theft,
damage to or destruction of assets, errors and omissions, injuties to employees, and natural
disasters. These risks are covered by the purchase of commercial Insurance. There have
been no significant reductions in insurance coverage during the fiscal year 2006, Settled
claims have not exceeded commercial excéss coverage in any of the past three years

15. Construction in Progrese
Primary Government
Highway 18 Improvements

The City has entered into a contract for U.S. Highway 18 improvements. $718,868 is
recorded in construction in progress for construction, engineering and other expense
through June 30, 2006. The total construction contract with Tri-State Paving Company is for
$793,050. Total completed contract cost through June 30, 2006 was for $621,590. The
project is partially funded with a RISE grant in the amount of $402,634,The City has
recorded $15? 167 of the $402,634 grant in revenue at June 30, 2008,

Airport Tamwav & Apron improvements

The City has started a project to rehabilitate the taxiway and apron at the Emmetsburg
Municipal Airport. The total estimated cost of the project is $509,700. On August 23, 2006
the City was awarded a Federal Aviation Administration, Airport Division grant for $484,215,
leaving local cost of $25,485. Construction cost to date is $55,559.

Airport Fuel Facility Improvements

The City started a fuel facility improvements project at the Emmetsburg Municipal Airport. The
total estimated cost of the project is $49,400. The City was awarded a maximum grant of
$31,780 or seventy percent of the total cost of construction of $45,400. The City is responsible
for the remaining cost. Construction cost to date is $2,560,
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Component Unit

The Utilities has entered into a water treatment plant and well replacement contract in the
water department. The cost incurred through June 30, 20086 includes engineering and
related testing fees. The Ultilities, as a subrecipient of the City of Emmetsburg, lowa, has
been awarded a $600,000 Community Development Block Grant from the lowa Department
of economic Development for the project, of which $549,619 in grant proceeds were
received during the year ended June 30, 2006, This leaves an estimated cost of $2,842,533
that will be paid with local government funds. The breakdown of the cost to date and
estimated future costs is as follows:

Water Department

Cost incurred through June 30, 2006 $ 3,205,371
Estimated cost to complete : 237,162
Total estimated cost $ 3,442,533

The Utilities has also entered into a sewer outfall improvement contract in-the sanitation
department. The cost incurred through June 30, 2006 includes engineering and related
testing fees. The Utilities, as a subreciplent of the City of Emmetsburg, lowa, has been
awarded a $451,000 Community Development Block Grant from the lowa Department of
Economic Development for the project, of which $290,929 in grant proceeds were received
during the year ended June 30, 2006. This leaves a cost of $649,537 to be paid for with
local government funds. The breakdown of the cost to date and estimated future costs is as
follows:

‘Sanitation Department

Cost Incurred through June 30, 2006 $ 1,007,484
Estimated cost to complete 93,083
Total estimated cost $ 1,100,537

Related Party Transactions

The component unit kills and collects for garbage services provnded for the prlméry
government to its residents. During the year ended June 30, 2008, the component unit
remitted billings to the primary government of $267,608.

48
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17.

New Governmental Accounting Standards Board (GASB) Standards
The following new standards could affect the City of Emmetsburg, lowa:

The Governmental Accounting Standards Board (GASB) has issued three statements not
yet implemented by the City of Emmetsburg, lowa. The statements, which might impact the
City of Emmetshurg, lowa are as follows:;

Statement No. 43, Financial Reporting for Post Employment Benefit Plans Other Than
Pension Plans issued in April 2004, will be effective for the City for the year ended June 30,
2008, This statement establishes uniform financial reporting standards for other post
employment benefit (OPEB) plans and supersedes the interim guidance Included in
Statement No. 26. This statement affects reporting by administrators or trustees of OPEB
plan assets or by employers or sponsors that include OPEB plan agsets as frust or agency
funds in thelr financial reports.

Statement No. 45, Accounting and Financial Reporting by Employers for Post Employment
Benefits Other Than Pensions issued June 2004, Will be effective for the City for the year
ended June 30, 2009. This statement establishes standards for the measurement,
recognition, and display of (OPEB) expense/expenditures and related liabilities (assets),
note disclosures, and, if applicable, required supplementary information (RSI) inthe
financial reports of state and local governmental employers,

Statement No. 47, Accounting for Termination Benefits issued June 2005, establishes
accounting standards for termination benefits. For termination benefits provided through an
existing defined benefit OPEB plan, the provisions of this statement should be implemented

simultaneously with the requirements of Statement 45, For all other termination benefits,

this statement is effective for the year ended June 30, 2008,

The City’s management has not yet determined the effect these statements will have on the
City's financial statements.






City of Emmetsburg, lowa .

Budgetary Comparison Schedule of Revenues, Expenditures/Expenses
and Changes in Fund Balances- Budget and Actual

Governmental Funds and Proprietary Funds

Year Ended June 30, 2006

Actual
Governmental  Proprietary
Funds Funds Total
REVENUES; _ ' '
Property taxes - : $ 1,029,329 0 1,029,329
Tax increment financing 54,733 0 54,733
Other city tax 60,258 0 60,258
Licenses and permits ' 19,745 .0 © 19,745
"Use of money and property - 77,524 74,548 162,072
Intergovernmental ' 1,575,834 840,548 2,416,382
" 'Charges for services o S T 384257 4,331,026 4,369,451
Special assessments 87,327 0 87,327
- Miscellaneous ' N 187,899 5,630 193,529
Total Revenues _ 3,131,074 5251,752 _ 8,382 826
EXPENDITURES:
Public safety 443,517 0 443,517
Public works 552,371 0 552,371
Culture and recreation - 237,741 0 237,741
Community and economic development 115,743 0 - 116,743
General government 270,822 0 270,822
Debt service 417,892 0 417,892
Business type 0 3,941,174 3,941,174
Capital outlay 2,055,638 0 _ 2055638
Total expenditures 4,003,724 3,941,174 8,034,898
Excess (deficiency) of revenues over expenditure_ (962,650) 1,310,678 347,928
OTHER FINANCING SOURCES (USES) _
Bond proceeds ' 670,000 -0 870,000
Discount on bonds _ (13,400) 0 (13,400)
Transfers from other funds 776,845 8,000 784,845
Transfers fo other funds (684,835) {95,658) (780,493)
Total other financing sources (uses) 748,610 . (87,658) 660,952
Net changes in fund balances (214,040) 1,222,920 1,008,880
Fund balance (deficit), beginning - 2,021,330 10,211,019 12,232,349
Fund balance, ending $ 1,807,290 11,433,939 13,241,229

Actual and 'budget includes the component unit revenues and expenses

See notes to financial statements.



Budget
Final to
Actual
_ Original Final Variance
1,019,851 1,019,861 0,478
63,000 63,000 (8,267)
235,677 235,677 (175,419)
26,271 . 26,271 (6,526)
56,535 650,935 (498,863)
4,196,658 4,606,388 (2,190,006}
3,641,425 3,648,475 . 720,976
32,500 102,500 (15,173)
132,450 132,450 61,079

9,404,367 10,485,547 (2,102,721
491,772 529,805 (86,288)
792,682 844,804 (292,433)
314,976 348,251 (108,510)
510,258 - 644,113 (628,370)
273,381 283,466 (12,644)
342,370 ‘364,126 53,766
5,608,257 - 7,862,383 (3,921,189)
975,655 2,104,080 (48,442)
9,209,351 12,979,008 (4,944,110)
195,016 (2,493,461) 2,841,389
216,609 216,699 - 453,301
0 0 (13,400)
717,472 994,203 (209,358)
(717,472) (994,203) 213,710
216,699 216,699 444,253
411,715 (2,276,762) 3,285,642
9,856,175 9,856,175 2,376,174
10,267,890 7,579,413 5,661,816
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City of Emmetsburg, lowa

Combining Balance Sheet-Nonmajor Governmental Funds

June 30, 2006
(Page 1 of 3)

ASSETS
Pooled cash
Investments
Receivables:
Property taxes, net
- Accounts

~ Notes, current
- Gomponent units
Intergovernmental
Total assets

LIABILITIES

Accounts payable
Deferred revenues
Tptai liabilities

FUND BALANCE (DEFICITS)

Fund Balances (Deficits)

Unraserved, Undesignated
Reported In Special revenue
Reported in Capital projects

Unreserved, Designated
Reported in Special revenue
Reported In Capital projects
Total fund balances (deficits)

Total liabilities and fund balances (deficits)

Special Revenue

Emergency Employee

Fund Benefit Fund

$ 141 34,522

0 0

348 4,605

0 0

0 0

0 ¢

$ 439 39,127

$ 0 0
0 o

0 0

489 39,127

0 0

0 0

0 0

489 39,127

$ 489 39,127




Special Revenue

TIF North

Local Option South TIF TIF North CDBG Housing
Sal_es Tax Fund Fund Fund Set Aside Fund _ Rehab Fund

82,237 27,548 48,292 51,849 4,072
0 1] 0 0 0
0 0 0 0 0

0 0 16 0 0.
0 0 0 0 49
0 0 0 0 0
22,060 0 0 0 0
104,297 27,548 48,308 51,849 4,121
1,429 0 0 0 0
0 0 0 0 50
1,429 0 0] 0 .50
102,868 27,548 48,308 51,849 4,071
0 0 0 0 0
0 0 0 0 0
0 _ 0 0 0 0
102,868 27,548 48,308 5_1 ,849 4,071
104,297 27,548 48,308 51,849 4,121

(Continued)



City of Emmetsburg, lowa

Combining Balance Shest-Nonmajor Governmental Funds

June 30, 2006
(Page 2 of 3)

ASSETS

Pooled cash
Investments
Receivables;
Property taxes, net
Accounts
‘Notes, current
Component units
Intergovernmental
Total assets

LIABILITIES

Accounts payable
Deferred revenues
Total liabilities

FUND BALANCE (DEFICITS)

Fund.Balances (Deficits}

Unreserved, Undesignated
Reported in Special revenue
Reported in Capital projects

Unreserved, Designated
Reported in Special revenue
Reported In Capital projects
Total fund balances (deficits)

Total liabilities and fund balances (deficits)

$

Special Revenue

Wild Rose ECDC
Allocation Fund Trust Fund

9,192 109,071

0 2,351

0 0

2,763 0

0 0

0 0

0 0

11,956 111,422

0 4,820

0 - 0

0 4,820

11,955 0

0 0

0 106,602

0 0

11,955 106,602
11,955 111,422




(Continued)

_Special Revenue Capital Projects
Perpetual  ECDC Revolving Lake Project Sewell Park
Care Fund _ Revolving Fund Fund Fund Project Fund
64,605 26,921 68,451 216,381 11,473
0 0 0 0 0
0 0 0 0 0
0 0 0 59 0
0 0 0 0 0
0 0 0 0 3,000
0 0 0 0 0
64,605 26,921 68,451 216,440 14,473
0 0 0 5,644 0
0 0 0 0 0
0 0 0 5,644 0
64,605 26,921 0 0 0
0 0 0 210,796 14,473
0 0 0 0 0
0 0 68,451 0 0
64,605 26,921 68,451 210,796 14,473
64,605 26,921 68,451 216,440 14,473

(Continued)
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City of Emmetsburg, lowa

Combining Balance Sheet-Nonmajor Governmental Funds
June 30, 2006

(Page 3 of 3)

ASSETS

Pooled cash

Investments

Receivables:
Property taxes, net
Accounts
Notes, -current
Component units
Intergovernmental
Total assets

LIABILITIES

Accounts payable
Deferred revenues
Total liabilities

FUND BALANCE (DEFICITS)

Fund Balances (Deficits)

Unreserved, Undesignated
Reported in Special revenue
Reported in Capital projects

Unreserved, Designated
Reported in Special revenue
Reported in Capital projects
Total fund balances (deficits)

Total liabilities and fund balances (deficits)

Capital Projects

South Grand - Rail Road

Project Fund - VSurface Fund

0 0

0 0

0 0

0 0

0 0

0 0

$ 1,120 19,240
$ 1,100 0
0 0

1,100 0

0 0

20 19,240

0 0

0 0

20 19,240

$ 1,120 19,240




(Continued)'
~ Total
Capital Projects Nonmajor
Kearny Park First Street  Airport Taxiway  Governmental
Fund Project Fund & Apron Fund Funds _
9,236 26,734 4,837 815,922
0 0 0 2,351
0 0 0 - 4,953
0 0 0 2,838
0 0 v 0 49
0 0 0 3,000
0 0 0 22,060
9,236 28,734 4,837 851,173
0 0 9,770 22,763
0 0 0 50
0 0 9,770 22,813
0 0 0 377,741
9,236 26,734 (4,933) 275,566
0 0 0 106,602
0 0 0 68,451
9,236 26,734 (4,933) 828,360
9,236 26,734 4,837 851,173
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City of Emmetsburg, lowa

Combining Statement of Revenues, Expenditures,
and Changes in Fund Balances-

Nonmajor Goverhmental Funds

Year Ended June 30, 2006

(Page 1 of 3)

Special Revenue

Emergency Employee Local Option
Fund Benefit Fund Sales Tax Fund
REVENUES | | | |
Property taxes $ 16,871 223,131 0
Tax increment financing 0 0 0
Other city tax 312 4,133 0
Use of money and property 0 0 4,187
_Intergovernmental 0 0 236,526
Miscellaneous 0 0 0
Total revenues o 17,183 227,264 240,713
EXPENDITURES
Governmental activities:
Public safety 0 0 0
Public works 0 0 16,590
Culture and recreation 0 o 0
Community and economic development 0 0 6,354
Debt Service 0 0 0
Capital outlay 0 0 28,285
Total expenditures 0 0 51,229
Excess (deficlency) of revenues over
expenditures - 17,183 227,264 189,484
OTHER FINANCING SOURCES (USES) | o
Transfers from other funds o 0 -0 1,000
Transfers to other funds (17,063} _(256,339) (184,713)
Total other financing sources (uses) (17,063) (256,339) ' (183,713)
Net changes in fund balances (deficits) 120 (29,075) 5,771
Fund balance (deficit), beginning 369 68,202 97,097

Fund balance (deficit), ending $ 489 39,127 102,868




Special Revenue

South TIF TIF North TIF North CDBG Housing Wild Rose
Fund: Fund Set Aside Fund Rehab Fund Allocation Fund
0 0 0 0 0
0 54,733 0 0 0
0 0 0 0 0
858 1,366 1,695 156 32
0 0 0 0 0
0 0 0 2,759 11,923
858 56,099 1,695 2,915 11,955
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 33,333 0 132 0
0 0 0 0 0
0 0 0 0 0
0 33,333 0 132 0
8568 22,766 1,695 2,783 11 ,9_55
0 0 15,327 0 0
0 (15,327) (18,000} 0 0
0 (15,327) (2,673) 0 0
858 7,439 (978) 2,783 11,955
26,690 40,869 52,827 1,288 0
27,548 48,308 51,849 4,071 11,95_5

(Continued)
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City of Emmetsburg, lowa -

Combining Statement of Revenues, Expenditures,

and Changes in Fund Balances-
Nonmajor Governmental Funds
Year Ended June 30, 2006
(Page 2 of 3)

REVENUES
Property taxes $
Tax increment financing
Other ity tax '
Use of money and property
Intergovernmental '
Miscellaneous

Total revenues

EXPENDITURES
Governmental activities:
Public safety
Public works
Culture and recreation
Community and economic development
Debt Service
Capital outlay
Total expenditures

Excess (defiCiency) of revenues over
expenditures

OTHER FINANCING SOURCES (USES)
Transfers from other funds
Transfers to other funds

Total other financing sources (uses)

Net changes in fund balances (deficits)

Fund balance (deficit), beginning
Fund balance (deficit), ending $

Special Revenue

ECDC Perpetual - ECDC

Trust Fund Care Fund _ Revolving Fund
0 0 0

0 0 0

o 0 0
3,204 0 4,144
3,850 0 0
43,085 720 0
50,139 720 4,144
5,421 0 0
0 0 0
11,878 0 0
20,083 0 0
2,400 0 0
2,965 0 0
42,517 0 0
7,622 720 4,144
15,030 0 0
_0 0 0
15,080 0 0
22,652 720 4,144
83,950 63,885 22,777
106,602 64,605 26,921




Capital Projects

(Continued)

Revolving  Lake Project  Sewell Park  South Grand _ Rail Road Kearny Park
Fund Fund Project Fund  Project Fund'  Surface Fund Fund

0 . 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 266 210 599 32

0 100,000 0 0 0 0

390 1,652 3,480 0 -0 3,000
390 101,652 3,746 210 599 3,032

0 0 0 0 0 0

0 0 0 0 0 0

0 0 1,342 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 184,148 2,525 0 0 48,000

0 184,148 3,867 0 0 48,000
390 (82,596) (121) 210 599 (44,968)
10,759 7,986 8,676 0 0 54,204
(15,327) 0 0 (12,628) 0 0
(4,568) 7,986 8,676 (12,628) 0 54,204
(4,178) (74,610) 8,555 (12,418) 509 9,236
72,629 285,406 5,918 12,438 18,641 0
68,451 210,796 14,473 19,240 9,236

20

(Continuad)



City of Emmetsburg, lowa

Combining Statement of Revenues, Expenditures,

and Changes in Fund Balances-
Nonmajor Governmental Funds
Year Ended June 30, 2006
(Page 3 of 3)

REVENUES
Property taxes
Tax increment financing
Other city tax
Use of money and property
Intergovernmental
Miscellaneous

Total revenues

EXPENDITURES

Governmental activities:
Public safety
Public works
Culture and recreation. _
Community and economic development
Debt Service
Capital outlay

Total expenditures

Excess (deficiency) of revenues over
expenditures

OTHER FINANCING SOURCES (USES)
Transfers from other funds
Transfers to other funds

Total other financing sources (uses)

Net changes in fund balances (deficits)

Fund balance (deficit), beginning
Fund balance (deficit), ending

Capital Projects |

First Street Airport Taxiway
Project Fund _ _& Apron Fund
0 0

0 0

0 0
1,018 13
0 0

0 0
1,018 13
0 0

0 0

0 0

0 0

0 0
7,350 48,907
7,350 48,907
(6,332) (48,894)
0 43,961
0 0

0 43,961
(6,332) (4,933)
33,066 0
26,734 (4,933)




(Continued)

Total

Capital Projects Nonmajor

CDBG Sewer Alrport Fuel Governmental
Project Fund Facility Fund _ Funds

0 0 240,002
0 0 54,733
0 0 4,445
0 0 17,780
13,500 0 . 353,876
0 0 66,909
13,500 0 737,745
0 0 5421
0 0 16,580
0 0 13,020
0 0 59,872
0 0 2,400
13,500 2,560 338,240
13,500 2,560 435,543
0 (2,560} 302,202
4,350 2,560 163,853
0 0 (519,397}
4,350 2,560 (355,544)
4,350 0 (63,342)
(4,350) 0 881,702
0 0 828,360




City of Emmetsburg, lowa

Schedule of Revenues by Source and Expenditures by Function-

All Governmental Funds
For the Last Four Years

REVENUES:
Property taxes
Tax increment financing revenue
Other city tax
Licenses and permits
Use of money and property
Intergovernmental
. Charges for services
Speclal assessments
Miscellaneous
Total

EXPENDITURES:
Operating:
Public safety
Public works
Culture and recreation
Community and economic
development
General government
Debt service
Capital projects
Total

Modified Accrual Basis

55

2008 2005 2004 2003
$ 1,020,320 1,037,229 956,789 . 1,079,243
54,733 135,058 97,240 81,653
60,258 23,268 268,553 239,116
19,745 9,846 8,806 9,802
77,524 56,203 . 48,966 45,267
1,575,834 712,256 663,115 735,501
38,425 55,368 85,757 27,438
87,327 158,407 132,464 32,547
187,899 120,229 96,025 225,993
$ 3,131,074 2,307,864 2,355,715 2,476,560
$ 443517 406277 404,511 396,117
552,371 484,170 694,189 477,027
237,741 224,900 236,516 278,924
115,743 139,648 172,840 198,668
270,822 249,245 254,522 258,011
417,892 375,832 272,031 343,988
2,055,638 1,261,356 398,755 959,157
$ 4,093,724 3141428

2,431,364

2,912,812



City of Emmetshurg, Idwa
Schedule of Expenditures of Federal Awards
For the Year June 30, 2006

Faderal Grantor/Pass-through
Grantor/Program Title

U.8. Department of Transportation
Federal Aviation Administration, Airports Division

Emmetsburg Municipal Utilitles {Component Unit)
Pass-through programs frony:
lowa Department of Economlc Davelopment:
Community Development Block Grant-Water Treatment Plant
Community Developrent Block Grant-Sanitary Sewar Improvement

lowa Depariment of Natural Resources;
Capitalization Grants for Drinking Water State Revolving Funds
Federal funds.included In loan balance at June 30, 2006

Total expenditures of federél awards

Note.A. Basls of Presentation

56

Federal Pass-through

CODA Entity Identifying Fedsral.

Number Number Expanditures
20,106 3-19-0031-01-2005 3 692,914
14,228 05-WS-038 673,009
14,228 03-Ws-099 26,080
66.468

F$-74-08-DWSRF-012 1,485,799

§ 2778772
Eor ey

A schedule of expenditures of federal awards includes the faderal-grant activity of the Clty and Emmetsburg
Municipal Utllities and Is presentad on the accryal basis of aceounting. The information In this schedule is
presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local Governments, and
Non=profit Organizations. Therefore, some amounts presented in this schedule may differ from the amounts

presented In, or used in the preparation of, the hasic financial statements,

Ses Independent Auditors' Report.
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lNDEPENDENT AUDITORS’ REPORT ON INTERNAL GONTROL OVER FINANCIAL REPORTING
- AND ON.COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL -~
STATEIVIENTS PREFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

o To the Honorable Mayor and -
- Members-of the Clty Council -
s City of Emmetsburg, IOWa

' ‘We have audlted the financrat statements ofthe governmental actlvaties the business type aCIIVitIeS the i

- aggregate discretely presented componient unit, each major fund-and- the aggregate remaining fund o
~information: of City of Emmetsburg, lowa as of.and for the year ended June-30; 2006, which- colleotrvely :

. comptise the City's basic finarcial statements listedt ity the table of conteénts, and have issued our report

~thereon dated. January17,.2007. We condugted our audit ih accordance with U.S. generally accepted
- _auditing standards-and the standards-applicable to financial. audits contained in GovemmentAudrting
-~ Standards; issued by the Gcmptroller General of the United States. sl o _

= llnternal Control 0ver Fmancial Reportrng LU

: --In planning and; performing oUr audlt we' consldersd the City of Emmetsburg, Iowa s mternal control

overfinanclal reporting In-order to determine-our auditing procedures:for the purpose of expressing our : :

1801 nclal statements and hot to- provide an-opinion on the internal ‘control over finangial -
_ reportrng ‘Hox ver, we rioted certaln matters involving4 the: internal control-over: finangial reporting and -

" its operation that we consldér to be reportable: conditions. Reportable: conditions invelve matters comrng .

~-fo our attention relating to significant ‘déficlencles in‘the deslgn or operation of the intethal confrol over
financial reporting that, in our Judgement could adversely affect City of Emmetsburg, lowa's ability to -

o record, protess, summarize and.report financial data-consistent with the-asserfions of managementin.. =~ -
o the financial statements: The reportable condltlon |s descnbed m Pant || of the aocompanying Schedule N
_of Frndrngs and Questroned Costs PR L : IR

: '-fA materiai Weakness isa reportable condrtlon in which the design or operatlon of one or more of the -
-~ intérnal control. components does not reduce to-a relatively low level the risk that misstatemerits caused S

i byeror.or fraud in. amounts that would be material in relation to the financial statements being audited.

‘may occur and not be detected within a.timely pariod by employees in the normal course of perform:ng
their assigned functions. Our consideration of the intethal control-over financial feporting would not

. necessarily disclose all matters.in internal.control that might be reportable ¢onditions and,. accordrngty, )
would not necessarily. disclose all reportable conditions that are also considered to be material -

" weaknesses We noted ho reportable condltlons that we consider to be material weaknesses
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Compliance_and Other Matters

As part of obtaining reasonable assurance about whether the City of Emmetsburg, lowa’s financial.
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, non-compliance with which could have
a direct and material effect on the determination of financial statement amounts. Howeveér, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do
hot express such an opinion. The results of our tests disclosed no instances of hon-compliance or other
matters that are required to be reported under Government Auditing Standards, However, we noted
certain immaterial instances of non-compliance or other matters that are described in Part l1l of the
accompanying Schedule of Findings and Questioned Costs. .

Comments involving statutory and other legal matters about the City of Emmetsburg, lowa's operations
for the year ended June 30, 2006 are based exclusively on knowledge obtained from procedures
performed during our audit of the financial statements of the City. Since our audit was based on tests
and samples, not all transactions that might have had an impact on the comments were necessarily
audited. The comments involving statutory and other Iegal matters are not intended to constitute legal .
interpretatlons of those statutes.

This report,.a public record-by law, is infended solely for the information and-use of the officials, -
employees, citizens of the City of Emmetsburg, lowa and other parities to whom the City of .
Emmetsburg, lowa may repott, including federal and state awarding agencies and pass-through entities.
This report.is not intended to be and should not be used by anyone other than these specified parties.

We would like to acknowledge the mahy courtesies and assistance extended to us:by- bers.onne_l of the
City of Emmetsburg, lowa during the course of our augdlit; Should you have any.questions concerning
any of the above matters, we shall be pleased to discuss them with you at your convenience,

Bundonf, Pavitt Al Aosociates, P.C.

January 17, 2007
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Burdorf Parrott And Associates, PC

' Certified F’ublic Accountants

o Bdwin L Burdor. CPA. el 3] Main, PO, Box 359

Patrick J. Pacrott, CPA © © - v L T oo Emmetsburg, Towa 50536 '
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L INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO
‘ EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE :
. R WITH OMB CIRCULAR A-133 : s

- To the Honorable Mayor 'en'd
Members of the City Coungil -

: Grty of Emmeteburg, IoWa

' iian_ce'”r'-.. _

e _,:"We have audited the compllanoe of the City. Emmetsburg, lowa, wrth the types of compiiance DR
requirements described In-U:8, Office of Manegement and Budget (OMB) CircularA-133: Ccmplrance

- Findings.
" . grantagree

* - Supplement that are. applicable'to its. major federal programs for the year ended June. 30, 2006. The Crty-"'

of Emmetsburg, lowa’s major federal programs are identifled in: Part | of the accompanying Schedule cf T

d:.Questroned Costs: Oomphance with the requirements of laws; regulations, contracts-and -

- lowa's-mat ement Qur’ reSponsibiiity is to eXpresS an. opinion on Crty of Emmetsburg iowa s

compliancebaeed on-our audrt

. -We conducted:;our audit of compliance in accordance with U, S generally accepted audlting etandards
. the standards pplicable to financial audlts coritained in’ Government Auditing Standards, issued by the
Gk rai: of the: United States, and OMB Circular A-133, Audits of States, Local
-Those standards and OMB Clreular A-133 requrre that we
'  about: ',_hether non-~compliance with the..
e.a-direct and material effectona

typee of compilance reqmremente referred to: abOVe that could

ts applicable to'lts majot federal programs.are the: responslbility of City. of Emmetsburg, .

s major federal program oocurred. An-auditincludes exarmining, on a test bass; evidence about the C|ty of :

. Emmetshurg, lowa’s compliance with those requirements and-performing such other procedures as we .

.+ considered necessary if the circumstances, We believe our audit provides a reasonable basis for our-

. “opinion. Our audit does not provlde a Iegal determination on the City of Emmetsburg lowa' s compliance

With thcce requarements

o : ._4|n our opinion the City of. Emmetsburg, Iowa compiied in all material respects with the requirements
3 referred to above that are applicable to its major federal programe for the year ended June 30 2006

:Internal Control over Complrance

B ~The management of the Crty of Emmeteburg, Iowa is reSponeibie fcr establishing and maintaining
" effective internal control over compliance with requirements of laws; regulations, contracts and grant
: agreements applicable to federal programs In planning and performrng our audit we considered

MEMBEH L
d 10WA -
SOCIETY

: '_ Certitled Public Accountanrs
Members American Instltute of Certified Public Acccuntanls




60

The City of Emmetsburg, lowa's internal control over compliance with requirements that could have a
direct and material effect on a major federal program in order to determing our auditing procedures for
the purpose of expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with OMB Circular A-133. Our consideration of the internal control over
compliance would not necessarily disclose all maters in the internal control that might be material
weaknesses, A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatlvely low level the risk that non-compliance with
applicable requirements of laws, regulations, contracts and grant agreements caused by error or fraud
that would be material In relatlon to a major federal program being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned
functions. We noted no matters involving the internal control over comphance and its operation that we
considered to be material weaknesses.

This report, a publlc record by law, is intended solely for the information and use of the officials,
employees and citizens of the City of Emmetsburg, lowa and other parties to whom the City of

Emmetsburg, lowa may report, including federal and state awarding agencies and pass-through entities.
This report is not intended to be and should not be used by anyone other than these speclﬂed parties.

Bundan], Pariots Andl Avsociates, P, 0.

January 17, 2007



City of Emmetsburg, lowa
Schedule of Findings and Questioned costs
Year ended June 30, 2008

Partl;

Summary of the Independent Auditors’ Results

(a) Qualified opinions were issued on the financial statements.

(b) Reportable conditions in internal control over financial reporting wers disclosed by the .

audit of the financial statements, none of which are considered to be material
weaknesses,

(c) The audit did not disclose any non-compliance which is material to the financial
statements,

(d) No material weaknesses in internal control over the major programs were noted.

(®) An unquallfled opinion was issued on compllance with requirements appllcable to the
major programs. _

(f) Audit findings that are required to be reported in accordance with Section 510(a) of
OMB Circular A-133 are reported in this schedule.

(g) The programs tested as major programs included the Federal Aviation Administration,
Airport Division CFDA Number 20.108, Community Development Block Grant/State’s
Program CFDA Number 14.228 and the Drinking Water State Revolvmg Funds CFDA
Number 66,468,

(h) The dollar threshold used to distinguish between Type A and Type B programs was
- $300,000.

(i) The Clty of Emmetsburg and Emmetsburg. Munlmpal Utilities dld not qualify as a low-
risk auditee.

Part Il: Findings Related to the Financial Statements

REPORTABLE CONDITIONS: _
06-I1-A | Segreggtlon of Duties - During our review of the internal control structure,

the existing procedures are evaluated in order to determine that
incompatible duties, from a control standpoint, are not performed by the
same employee. This segregation of duties helps to prevent losses from
amployee error or dishonesty and therefore maximizes the accuracy of the
City's financial statements. We noted that one individual at the Utilities
office has custody of receipts and performs all record-keeping and
reconciling functions for the office. We also noted that one individual in
the City primary government writes checks, is a part of a dual signature of
those checks, records journal entries without another Individuals approval,
and reconciles the bank accounts.

Recommendation - We realize that because there are a limited number of
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office employees, segregation of duties is difficult. However, the City and
Utilities should review the operating procedures of the office to obtain the
maximum internal control possible under the circumstances.

Response and Corrective Action Planned - We have reviewed procedures
and have determined that our policy of involvement of the City Council
and various boards along with the administration's monitoring of
transactions is the best we can do.

Conclusion - Respense accepted.

Part lll; Other Findings Related to Required Statutory Reporting;

08-1H-A
06-11I-B
06-lIl-C
08-lI-D
05-I-E

Official Demsutorles A resolution nammg official depositories has besn

adopted by the City. The maximum deposit amounts stated in the
resolution were not exceeded during the year.

Certified Budget —~ Expenditures during the year ended June 30, 2006
exceeded the amount budgeted in the debt service function by $53,766.
Chapter 384.20 of the Code of lowa states In part that public monies may-
not be expended or encumbered except under an -annual or continuing
approprlatlon

- Recommendation - When the budget was amended, it should have

included an amendment for the debt service fund.

- Resgonse ~ The budget'will' include all functions in the future, However,

$40,000 of the amount by which the budget was exceeded, was due to
the lender’s forgiveness of debt in her will. We did not realize that the
accounting for the forgiveness of debt was to record the forgiveness as

income and the amount forgiven had to be recorded as expenditure,

Conclusion — Response accepted.

Questionable Expenditures — There were no questionable expenditures

that fell outside its established policy on such costs.

Travel Expense - No expenditures of City m_onéy for travel expenses of

spouses of City officials or employess were noted. .

Business Transactions - Business transactions between the City and City

officials or employees are as follows:

Name, Title and Description of .
Business Connection Transaction Amount
Paul Saxton, Utility Grass seed,

Trustee spraying, plants,

Saxton's Greenhouse and flowers $ 2,165
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06-/I-F
06-IlI-G
06-1I-H
06-l-|
06-1li-J
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Nick Steinkamp, Repairs 4,015
Utility Trustee
K & W Electric, Inc.

Steve Finer, Council

person Police cars 20,499
Jensvold Motor Repairs and
Company supplles . 1,514

In accordance with Chapter 362.5(10) of the Code of lowa, the transaction
with Saxton's Greenhouse and Jensvold Motor Company does not appear
to represent a conflict of interest since the total purchases did hot exceed
a cumulative total of $2,500 for the year and the police car was entered
into through competitive bidding in accordance with Chapter 362.5(4). The
transaction with K & W Electric, Inc. may represent a conflict of interest.

Response: The City has investigated the questionéd' transactions and
talked to the individuals who initiated them. Employees have been

. reminded: of conflict of interest policies and where to find information

regarding them. K & W Electric, Inc. is the only-company in this area who
is familiar with the water plant and well supply. We had some immediate
needs for the repairs. and had no idea who else to calt or even if another
company would have been able to act as quickly.

Conclusion:; Response accepted.

Bond Coverage - Surety bond cov'erage of City officials and employees is in
accordance with statutory provisions. The amount of coverage should be
reviewed annually to ensure that coverage is adequate for current

operations.

Coungcil Minutes - No transactions were found that we believe should have
been approved in the Board minutes but were not.

Deposits and. Investments - No instances of non-compliance with the
deposit and investment provisions of Chapter 12B and 12C of the Code of
lowa and the City's investment policy were noted, :

Revenue Bonds - The City has complied with all reguirements of the Loan
and Disbhursement agreements.

Unauthorized Checking Account - The Victorlan House (Mussum) and
the police reserves maintain a separate checking account, They recejved
income and wrote checks for expenditures out of these accounts and did
not give them to the City Clerk to include in her books,

Chapter 384.20 of the Code of lowa states, in part, "A city shall keep
accounts which show an accurate and detailed statement of all public
funds collected, received, or expended for the city purpose...”

The activity of the Victorian House and police reserve bank account was
recorded in this years audit report.
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Response: The City has discussed this with the two departments

discussed above. The police reserve is turning over complete control of

the bank account to the City Clerk. The individual in charge of the

Victorian house bank account has been informed that she should give the
~ City Clerk the bank account activity monthly.

- Conglusion — Response accepted.

* Financial Management of Grants - The financial management area was
in general compliance for the grants recorded in the Emmetsburg
Municipal Utllities, but the lowa Department of Economic Development
noted in their letter dated February 3, 2008, that one issue regarding
disbursements of CDBG funds was violated. They noted that funds
requested in the Request of Payment # 8 were received by the City on

 August 15, 2005, but were not disbursed until September 13, 20056. This

 violated the disbursement of funds within 10 days of receipt.

We found two more violations of the 10-day requirement in our review.
One of the errors was after the letter from the Department of Economlc
Development. None of the-errors were material to the grant and none of
the errors appeared to be intentional. The errors appeared to be clerical
errors. _

Resgohse The errors involved a transposition in one Request for -
Payment and the other errors was. do to a delay in the approval of the
checks by the Emmetsburg Municipal Utilities Board of Trustees. We will
be careful not to let this happen again. ‘
Conclusmn:- Resgoonse- accepted.

Missing Grant Documentation for Grant 3-1 9-0031—01—2005 .

The grant documents for testing the Davis Bacon Act and procurements
were not available for us to review, We did a search for the contractor with
EPLS and found no indication that the party was suspended or debatred.
The reason for the missing documents is'that the file with ali the
documentation for this grant was lost in a plane crash that killed the
engineer in charge of the project.

' Réspbnse, We are aware of the mlssmg documents, We have contacted

the engineering firm and they are in the process of reconstructlng the
missing documents, . _

Conclusion: Response accepted. The information relating to paymenté
made was in compliance with the grant.

Part 1V: Findings and Questioned Costs-Major Federal Award Programs Audit

There are no material matters to report.



